— 


22 
a Price $1.20 per copy 


Vol. X. ‘Hongkong, March 1, 1951. 
i 
THE HONGKONG & SHANGHAI 
BANKING CORPORATION. MACKINNON, MACKENZIE & CO. | 
(Incorporated in the Colony of Hong Kong) HONG KONG, SHANGHAI 
by Ordinance Nov Got KOBE & YOKOHAMA 
Capital Authorised .. .. .. HongKong $20,000,000 } } 
} Capitel Issued and Fully Paid Up Hong Kong $20,000,000 } { as Agents of ; 
? Reserve Fund Sterling £ 6,000,000 5 
Peninsular & Oriental S.N. Go. 
} Board Directors a 
: Hon. Sir ARTHUR MORSE, 0.B.E. Chairman, British India S. N. Co., Ltd. ; 
Hon. D. F. LANDALE, Deputy Chairman, 
J. D. ALEXANDER, H. J. COLLAB, C.B.E. Eastern & Australian S. Co., Ltd. 
} 0. BLAKER, 0.0. ROBERTS, } will be glad to assist with 
HEAD OFFICE:—HONG KONG +} d Freigh 
Hon. Sir ARTHUR MORSE, Chief Manage } Passages and Freight space 
BURMA EUROPE MALAYA (Coatd.) § } 
Hong Keng Singapore INDIA and P 
oma Kewleen (Orchard Read) and PAKISTAN 
*Amey Teluk Ansen EAST AFRICA and PERSIAN GULF, 
Salven ters” RED SEA and MEDITERRANEAN PORTS 
UNITED KINGDOM and CONTINENTAL PORTS, } 
Kobe — | and 
 Swatew THAILAND NEW ZEALAND 
{ Teingtac Highlands UNITED KINGDOM 
Leper Rew York, For Further P articulars 
*Braaches at present not operating Phone or Call 
) LONDON OFFICE:—9, Gracechurch Street, E. C. 3 ; 
Banking business of every kind transacted. > ; P. & O. Building, (87 The Bund, 
A sorvice as Trustees and Executors > 7791 11498 
? is by the Bank’s Trustee Companies ; ? N 2 
? in 
‘ 


FAST REGULAR TRANS-PACIFIC SERVICE 


DIRECT NEW YORK-CHICAGO.DETROIT-TORONTO 

‘ | SAN FRANCISCO LOS ANGELES MONTREAL AND ALL AMERICAN & CANADIAN CITIES 
WEST BOUND-SAN FRANGISCO/HONG KONG EAST ‘BOUND-HONGKONG/SAN FRANCISCO 

Mar. 17 | os F. J. LUCKENBACH 4 Mar. 18 Mar. 30 San Francisco via Kobe & Yokohama © 
f Mar. 40 ss PHILIPPINE BEAR 16 Mar. 31 | Apr, 91 San Francisco via Kobe & Yokohama 

f iat Prscgage ss GEORGE LUCKENBAOH 8 Apr. 9 Apr. 29 San Francisco via Kobe & Yokohama 


WITHOUT NOTICE. 


. 


at 


, 


oe 
>> 


ee * PAR EASTERN ECONOMIC REVIEW No. 9 


TRADING SOCIETY 


(NEDERUANDSCHE HANDEL -MAATSCHAPPTJ, N. VY.) 
— INCORPORATED IN TRE NETHERLANDS — 
THe LIABILITY OF SHARBHOLDEBS OF THE COMPANY 18 LIMITED. 


BANKERS 


March 1, 1951 


ESTABLISHED IN 1894 


Capital issued & fully 51.280.000 
Reserve furnd 20,000.000 
Head Office : AMSTERDAM. Eastern Offices : : ig 
Branch Offices: in all principal cities of the DJEDDAH OSAKA : 
NETHERLANDS INDONESIA SINGAPORE 
and NEW GUINEA. PENANG CALCUTTA 
R tati In LONDON and NEw Y | ee BOMBAY 
OBK. SHANGHAI KARACHI 
Correspondents: throughout the world. HONGKONG CHITTAGONG 
Affitation at Tangiers, Soc. Hollandatse de Banque et de Gestion. 
Banking business of every kind transacted 
| H. HOLTKAMP 
Manager. 


ROYAL INTEROCEAN LINES. 


Regular freight and passenger — services 
to East—& South AFRICA 
and South AMERICA 
~\ with the wellknown luxury-liners 
M.S. “BOISSEVAIN” 
“TEGELBERG” 
“RUYS” 


Holiday—ROUNDTRIPS to JAPAN 


Duration roundtrip about one month, 
with about One week in BALI 


THE CHARTERED BANK OF INDIA, 


AUSTRALIA & CHINA 


Incorporated in England by Royal Charter, 1853, 


Capital, Stock, Authorised & Issued... 
Reserve Fund ... . 


Reserve Liability of Stockholders ... 
HEAD OFFICE—LONDON 
88, Bishopsgate, #.0.2. 


West End Branch: Manchester Branch: 
98, Charles II Street, 52, Mosley Street 2, 
Haymarket, S.W.I. Li Branch : 


27, Derby House, Exchange Buildings. 


ee eee 
eee 
& 


NEW YORK —*5, Broadway, New York City, @ N.Y. U.8.A. 
FOREIGN EXOHANGE and General Banking 
Business transacted. 


BRANCHES : 
with the above passenger—vessels, , 2 INDIA SINGAPORE BRITISH PHILIPPINE 
‘ Amritsar Changi NORTH BORNEO }#£=REPUBLIC 
Duration: about 16 days Bombay Releter — Cebu ~ 
Fares On application MALAYAN . SARAWAK 3 
FED TION Kuching HONGKONG 
Also regular freight & passenger—services » ¢ Madras INDONESIA reopened) 
; enang 
to Singapore Butterworth baia JAPAN 
, y Karachi Penang Office FRENCH Tokyo 
and Indonesia Kote 
Tourist—ROUNDTRIPS to the } “Colombo Bitiawan Osaka 
BURMA aiping GERMANY 
beautiful island of BALI Bangoon bakes Hamburg 


Agents: HOLLAND EAST ASIA LINE. 
Far East—Europe v.v. 
HONGKONG 


Kifig’s Building, ground floor. 
Telephone: 28015—28016—28017. 


OURRENT ACOOUNTS opened and FIXED 
DEPOSITS received for One Year or shorter periods 
at rates which will be quoted om application. 

SAVINGS ACCOUNTS also opened in Local 
Ourrency with interest allowed sat rates obtainable on 
application. 

. The Bank’s Head Office in London undertakes 
EXECUTOR AND TRUSTE business, and claims recovery 
of British Income Tax overpaid, on terms which may be 
ascertained at any of the Branches. 

A. J. BIRD 


ese! 3,000,000 
3,000,000 
3,000,000 


March 1, 1951 FAR EASTERN ECONOMIC REVIEW 


A. R. BURKILL & SONS, LID. 


(INCORPORATED IN* THE COLONY OF HONGKONG) 


IMPORTERS & EXPORTERS 


Hongkong: , No. 101 Edinburgh House, Queen’s Road., C. 

Shanghai: 1, Chung Shan Lu (EI.) (The Bund). 

Secretaries, General Managers and/or Agents of :— 

ANGLO-FRENCH LAND INVESTMENT CO., LTD. 

MAJOR BROTHERS, LTD. (PROPRIETORS KIANGSU 
CHEMICAL WORKS) 

BUTE PLANTATIONS (1913), LTD. 

CONSOLIDATED RUBBER ESTATES (1914), LTD. 

DOMINION RUBBER COMPANY, LTD. 

KOTA.BAHROE RUBBER ESTATES (1921), LTD. 

PADANG RUBBER COMPANY, LTD. 

SHANGHAI KEDAH PLANTATIONS, LTD. 

SHANGHAI PAHANG RUBBER ESTATE, LTD. 


BRITISH ALUMINIUM CO., LTD., LONDON. 
Aluminium of every description 
HOWARDS & SONS, LTD., ILFORD. 


Fine chemicals. 
THE THERMAL SYNDICATE, LTD., LONDON. CHINA NAVIGATION 00., LTD. 
Industrial and Laboratory Silica Ware. AUSTRALIAN - ORIENTAL LIND, LTD. 
FREDERICK PARKER, LTD., LEICESTER. tad CATHAY PAGINIO AIRWAYS, LTD. 


SUNGEI DURI RUBBER ESTATE, LTD: 
TANAH MERAH ESTATES (1916), LTD. FOR EXTRA SERVICE- 
ESSEX & SUFFOLK EQUITABLE INSURANCE Book through 

SOCIETY, LTD. 


Engineers & Iron Founders. 


(Incorporated in Hong Kong on 14th November 1918) 


HEAD OFFICE—HONG KONG 
Mr. Kan Tong Po—Chief Manager 
Mr. Li Tee Fong — Manager 


Board of Directors 


Hon. Sir Shouson Chow, Kt. LL.D. (Chairman) Mr. Li Koon Chun 
Mr. Kan Tong Po Mr. P. K. Kwok 
Mr. Li Tse Fong Mr. Li Lan Sang 
Mr. Wong Yun Tong Mr. Fung Ping Fan 
Mr. Huynh Tai Mr. Y. K. Kan 


Banking business of every kind transacted. 


THE BANK OF EAST ASIA, LTD. 


No. 9 
/ 
F | 
| 
SWIRE 
BOOKING AGENTS 
AIR. Li 
~* 


GIBB, LIVINGSTON & COMPANY, LIMITED. 


Established 1836. 
P. & O. Building, Hong Kong. Tel. Add.-**GIBB” 


IMPORTS 


TEXTILES & YARNS OF ALL OLASSES, RAW 

COTTON, RUBBER, COAL, TIMBER, CHEMICALS 

AND DYES, LINSEED OILS, LITHOGRAPHIC 
VARNISHES, FOODSTUFFS AND PRODUCE, 


OHINA PRODUOE, COTTON PIECEGOODS, MADE 


NORTHERN ASSURANCE COMPANY, LIMITED. 


vo G ano vou sure G 


BOOK THROUGH YOUR 


1. Wider distribution. 


UP GARMENTS, RUBBER FOOTWEAR, EGG LOCAL B.0.A.C. 
) WHO MAKES NO Lower packing costs. 
GINGER, MANUFACTURED GOODS, TEA. win “al 
INFORMATION OR costs. 
SHIPPING 5. Lower inventory costs. 
— PHILP LINE. om Gonreaknts 6. Lower insurance rates. 
INSURANCE : 
PHOENIX ASSURANCE COMPANY, LIMITED. FLY YOUR BY SPEEDBIRD 


NORTH CHINA INSURANCE COMPANY, LIMITED. 


WINES & SPIRITS: 
THNNENTS BEER. 
SOOTTISH CREAM WHISKY 
BERTRAMS WINES. 


SUNDRIES: 
BITULAC PAINTS. 


BRITISH 


> 


OVERSEAS AIRWAYS CORPORATION 


KIAN GWAN CO. (CHINA) LTD. 
HONG KONG & SHANGHAI BANK BUILDING 
HONG KONG. 
Cable-address : JAVASUGAR or KIANGWAN Telephones: 21817, 27466, 27477 
IMPORTERS, EXPORTERS, MANUFACTURERS. REPRESENTATIVES: — 

EXPORTS BRANCHES 
’ Flour Hongkong Industrial Products : Shanghai, Tientsin, Canton 

Rubbe ‘Enamel | 

Cotton : Cotton Yarm ASSOCIATED COMPANIES: 

Gunnies Burma 

Sandalwood Sewing threads Indonesia 

Industrial Chemicals Matches Japan 

Rubber & Leather Footwear 

Metals & Hardware Vacuum Flasks India 

Window & Thickglass Torches United Kingdom 

Textiles The Netherlands 

Paper , United States of America 

Sundries China Produce Australia 


| 
> 
| = gf 
— 
| 
METALS, SUNDRIBS. --| 4 
| 
EXPORTS | | 
J 
is 
| 
and your tor / | | 
? 
( } 
WH LOOS | 
\ 
» 


VOL. X | 


FAR EASTERN 


REVIEW 


Hongkong, March 1, 1951 


No. 9 


CONTENTS :— Page 
American Policy in Chima .. .. 233 
Booming Commodity Prices 239 
Hongkong’s Trade with East 

Hongkong’s Rice Imports «+ 240 
Hongkong Vehicular Traffic .. 240 


Page 

Economic Review of India 241 
Japan’s Foreign Exchang 

Japan’s Price Situation .. .... 254 

Financial Reports .. ..... 257 

Singapore Share Market 258 


Page 
Hongkong Stock & Share Market 259 
Hongkong Cost of Living .. .. 261 
Commercial Notes .. .. .. .. 261 
Hongkong Commodity Markets 262 
Development in Okinawa .. .. 263 
Ceylon Economic Reports .... 263 


AMERICAN POLICY IN CHINA | | 


Vive La Republiaue 

For the purpose of our discussion it 
ought to suffice to revert to the disap- 
pearance of the imperial regime in 
China, one of the roots of the country’s 
civilization, and its abrupt replacement 
of the republican form of government. 
The revolution in 1911 did not create 
a new nation; instead it signified the 
starting point of a long period of 
anarchy, the evil effects of which were 
not mitigated in the course of 40 long 
years but, on the contrary, consider- 
ably aggravated. 


It will readily be comprehended that 
the violence accompanying any politi- 
cal revolution is bound to cause con- 
ditions which are distinctly retrograde, 
thus preventing progress and consoli- 
dation. However, what has been hap- 
pening in Ching during the past four 
decades shows negative aspects only, 
as far as the final results are concern- 
ed. One of the causes for this lament- 
able state of affairs is to be seen in 
the absence of a workable plan to re- 
place the imperial power with rational 
actions of the newly and unexpectedly 
created republic. In other words, the 
new rulers of China had to leave 
numerous Officials in the saddle, be- 
cause the former lacked g trairied staff 
to take their places. 


Notable amongst the old-timers was 
Yuan Shih-kai who, when the revolu- 
tion had started on its way, was Pre- 
mier in Peking of the imperial Manchu 
House. Yet, he did not hesitate to as- 
sume the role of chief-guardian of 
the republic soon after its innovation. 
‘He quickly made himself dictator, 
composed his own version of a con- 
stitution, dissolved the so-called par- 
liament and caused a law to be pro- 
claimed which was to determine how 
his suecessor in office should be elect- 
ed. He\surreptitiously encouraged the 
inauguration of a society to propagate 
monarchical doctrines, in order to 
finally ‘accept’ the exalted rank as 
emperor of the new Hung-hsien dy- 


A REVIEW BY E. KANN. 


nasty. I was present, as the only for- 
eigner, (in December 1915) at the 
memorable meeting of the Peking 
parliament, when secret balloting on 
this weighty problem took place, re- 
— in unanimity—a prearranged 
arce. 


Already in bygone years Yuan Shih- 
kei had proved on many occasions to 
be a treacherous hypocrite. It was 
therefore natural that the staunchly 
republican southern provinces became 
averse to lending him assistance. 
Upon his ‘gracious’ acceptance of the 
throne a revolution against his rule 
broke out in Yunnan Province, and a 
few months thereafter Yuan died of a 
broken heart. But untold harm had 
been caused to the revolution. 


Upon the demise of Yuan Shih-kai, 
the numerous warlords, usually the 
governors of China’s provinces, took 
over the reins to the detriment of the 


country, in order to pursue their own. 


personal ambitions. During the first 16 
years of the Chinese republic the real 
power was in the hands of the military 
governors (styled Tu-chuns), and not 
at the command of the Central Gov- 
ernment with its seat at Peking. The 
actions of those governors were charac- 
terized by fighting each other, allying 
themselves with their antagonists of 
yesterday and betraying each other in 
turn. They sucked the people dry and 
became immensely rich. The misdeeds 
of those warlords naturally retarded 
the consolidation of the republic’s needs. 


In 1915, still under Yuan Shih-kai, 
the Japanese presented to Peking the 
infamous 21 demands which, if carried 
into effect, would have sold out China 
to Japan. Unfortunately at that time 
there were a number of Chinese officials 
in power at Peking, helping the Japan- 
ese in their nefarious demands upon 
downtrodden China, notably the Anfu 
Party.* 


* The Anfu Party was led by General Tuan 
Chi-jui and furthered by Finance Minister Tsao 
Ju-lin. 


_rich Manchurian lands. 


Another derogatory figure as far as 
the republic’s welfare is concerned was 
General Tsao Kung. He became Pre~- 
sident of the republic in October of 
1923, but only by ruthlessness and bri- 
bery of the so-called parliament. In 
1924 he was ousted and imprisoned by 
General Feng Yu-hsiang, remaining be- 
hind bars for two years. However, his 
conqueror Feng was not a credit to the 
republican regime, for he changed alle~- 
giance many times. Though Feng Yu- 
hsiang pretended to be a staunch Chris- 
tian, he failed to live up to Christian 
principles and certainly never proved to 
be a pillar to the young republic. Feng 
died in 1948 on his way to Soviet Rus- 
sia, whose doctrines he actually fur- 
thered. 


The list of warlords (of whom only 
very few have been enumerated here) 
would be incomplete without recording 
the unbelievably rapid career of Gen- 
eral Chang Tso-lin, the ruler of vast 
Manchuria. Chang started as leader of 
a group of mounted bandits during the 
Russo-Japanese war (1904/05) and be- 
came the all-powerful master of the 
Under his ad=- 
ministration inflation ruled supremeé,. 
but he and his henchmen became im-- 
mensely wealthy. He certainly did lit- 
tle, if anything, to assist the young and 
struggling republic to get on its feet. 
Greed and personal ambition for en- 
larged power characterized Chang’s rule 
over Manchuria. He died in 1928 asi 
victim of a Japanese detonated bomb.. 


In 1928, under the leadership of Geri- 
eral Chiang Kai-shek, a_ successful 
march from Canton to North China was 
attained and which could have done 
much to build up and foster the repub- 
lican regime. Unfortunately, in 1929, a 
serious split occurred between the Na- 
tionalist party (the Kuo Min Tang) and 
the young Communist armies, another 
serious obstacle for the unification 
within China and consolidation of nor- 
mal conditions. Then followed in 19317 
32 campaigns undertaken by General 
Chiang Kai-shek against the armies of 
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the Communists. These demanded en- 
ormous sacrifices in men and wealth 
and once more retarded progress in the 
general affairs of the republic. The 
year 1932 saw the opening of hostilities 
by the Japanese at Shanghai, and 
though the ‘incident’ was smoothed 
over after a few months, it left its 
marks on the structure of new China. 


It was in 1937 that the Japanese. 
without provocation on the part of 
China, began a war against the latter 
country, a bitter campaign which lasted 
eight long years. Needless to say, the 
costs which China was forced to pay 
in lives, means of communication, 
money and other assets, were stupéen- 
dous. The threat, that the comparative- 
ly little progress which had laboriously 
been built up during more than three 
decades would be erased entirely, be- 
came very real. And war’s after-effec*s 
added to the indescribable misery 
throwing its shadows over all China. 
Nominally, republican China was one 
of the victors. But actually China had 
lost in all directions; materially and 
morally. Her huge armies lingered on 
in.a state of disintegration; her currency 
became ccmp!etely valueless; her rail- 
roads were ruined and her economy 
lay prostrate. China’s ruling party, the 
Kuomintang. remained helpless in the 
midst of chaos which became the 
leitmotif of the party and which made 
the Kuomintang star in China’s flag a 
falling star. Egoism, indecision, lust 
for power and lust for money were 
attributes characterizing the thoughts 
and actions of the Nationalist party. 


Clear signs of decay were discerni- 


ble when Prime Minister Wang 
Ching-wei, a former disciple of the 
great patriot Sun Yat-sen, secretly 


beard a plane, landing in Indochina and 
placing himself at the disposal of the 
Japanese invaders in the midst of an 
‘aggressive war against his own nation. 
In 1948 China, on top of untold misery 


which befell that country, had to un- 


daergo a fearful inflation of its currency, 
causing millions of peoples’ financial 


ruin. The said inflation (which I wit- 


nessed from beginning to end) was 
government-engineered, if not to say 
‘sponsored.’ Inter alia people were 
forced to give up silver and gold money 
against worthless paper for hundreas 
of millions of dollars. The son of 
Chiang Kai-shek, named Chiang Ching- 
kuo, was nominated ‘director, but 
besides having thousands of people im- 
prisoned, he reached no other goal than 
pauperizing the populace and turning 
the ill-will of the masses on the ruling 
party. Military officers, at that time, 
used the soldiers pay often to gamble 
with the capital at the Shanghai Stock 
Exchange and pay over to the starving 
soldiers after the paper money had de- 


' preciated considerably. During the war 


years, and equally so also the after-war 
period, one could see hundreds of 
corpses lying on Shanghai streets on 
every wintry morning, starved and 
frozen to death for want of food, cloth- 
ing and shelter. 


‘The United States had supported the 
Nationalist Government of China with 
cash and credits to the extent of rough: 


ly two billion US$. A third billion was 
‘invested’ in Chinese goodwill in the 
shape of war surplus, metallic, textile 
and food products. However, there is 
very little to show how China used 
these values and how she benefitted from 
the donations. And if an accounting 
was asked, it would not be feasible to 
even attempt such a horrible task. The 
Kuomintang Administration was unable 
to enforce discipline and honesty in its 
ranks and to prevent graft and corrup- 
tion. 


Generalissimo Chiang Kai-shek 

One of the principal figures in the 
Chinese drama unfolded before an as- 
tounded world is President Chiang Kai- 
shek, the head of the Nationalist party. 
Due to the unfavorable turn of events 
in his country much criticism has been 
heaped upon the Generalissimo, a good 
deal of which is unjustified. First of 
all, it has to be recalled that General 
Chiang succeeded in a decisive manner 
through his campaign of 1927/28 to 
liquidate the largest portion of war- 
lordism in China, thereby laying th» 
foundation for a real unification of the 
nation. Secondly, it must be gratefully 
acknowledged that he remained a faitn- 
ful ally during world war II in face of 
almost insurmountable obstacles. By 
his determination he kept more than 
one million Japanese soldiers tied up in 
China, an accomplishment which ecan- 
not be valued too highly. 


On the other hand, like any human 
being, President Chiang is not free from 
shortcomings, some of which probably 
have proved fatal to his party and to 
his country. He is said to be stubborn 
and not easily available for advice. 
Facts have shown clearly that the Gen- 
eralissimo did not always understand to 
select appropriate friends, experts or 
officers. He was not able to counteract 
disloyalty, mass surrenders and corrup- 
tion prevalent within his party. He did 
not prevent the fearful monetary infla- 
tion of August/October, 1948, clearly 
government engineered. On that occa- 
sion, when the public was forced *%o 
exchange its gold bullion and silver 
money and foreign currencies (also cre- 
dit balances abroad) against worthless 
paper, Chiang Kai-shek solemnly 
promised that the authorities would 
employ those assets to buy rice and 
other necessities abroad and have these 
commodities sold cheaply to the people. 
But this solemn declaration was com- 
pletely disregarded.* 


In his excellent essay “Communism 
in China and the American Approach 
to Asia” Professor John K. Fairbank, 
who had made a study of conditions in 
China, inter alia presents the following 
view regarding Generalissimo Chiang 
Kai-shek.?+ 


“Communistic propaganda claims that it has 
succeeded in mobilizing patriotic sentiment 
against Chiang Kai-shek as ‘a running dog of 
American imperialism,’ a traitor who sold his 


* The equivalent amount surrendered by the 
people in gold, silver and foreign banknotes 
aggregated at least 150 million U.S.$, to which 
the well-to-do population contributed very little. 

+ Vide “Next Step in Asia,” pp. 14/15 
(Harvard University Press). 


country to foreigners in order to stay in power. 
Few American administrators will agree that 
Chiang was a subservient ally; he would take 
American aid more easily than American advice. 
How fundamentally has Chinese Communism been 
able to use the sentiment of nationalism against 
him? Chiang’s real failure was on the domestic 
front, not the international. It was his reliance 
on civil war instead of reform, as his means of 
competing with the Communists to solve China’s 
manifold ills, that made him seem finally to be 
an enemy of the people. He lost public support, 
not because he accepted American help, but be- 
cause he did not use it for the popular welfare 
and reform. The American policy of military 
aid to help an unpopular Government suppress a 
revolution played into Communist hands.” 


Chiang Kai-shek frequently promised 
reforms in China, but just as frequently 
he omitted to meet his express assur- 
ances. And, what is considered his 
greatest failure in life, he lost the entire 
Chinese continent, as well as the de- 
pendencies of Turkestan and Tibet, tc 
the communist armies. An official com- 
munique issued by the headquarters of 
the (communist) Chinese Peoples’ 
Liberation Army on July 26, 1959,t 
claims that during the four years ended 
June 30, 1950, (which means after worid 
war II) the Kuomintang lost over eight 
million troops, namely: 4,586,750 men 
were taken prisoners; 1,711,110 were 
casualties; 633,510 surrendered; 846,950 
came over through uprisings and an- 
other 293,030 accepted reorganization. 
Every battle fought between the Na- 
tionalist armies and the Communist 
forces from 1947 onward, starting from 
far-away Manchuria and extending to 
subtropical Canton, was lost by the 
Kuomintang armies. 


While marking time with his refugee 
Government at the island of Taiwan, 
he is awaiting the unfolding of the next, 
act of the world drama, namely the 
outbreak of World War III, trusting 
that that event would solve all his 
problems. 


The Chinese Peasant 


The backbone of almost every nation, 
is the farming population. This maxim 
holds true to an accentuated degree ot 
the Chinese peasant; and for this reason 
it is deemed essential to devote a few 
paragraphs to this topic. In China the 
main source of power is neither tha 
hydroelectric installations, nor even the 
foot-pedalled waterwheel; it is human 
muscles. And the Chinese farmer is 
the clearest protagonist of exhausting 
labor. Throughout ages he was justly 
considered as standing high on the 
social ladder. in spite of his proverbial 


‘poverty the Chinese peasant often is a 


person of dignity, humor and native 
intelligence. However, as long as he 
has to walk the economic tight-rope, 
struggling vigorously to retain his bal- 
ance from day to day in a_ ceaseless 
effort for survival, the future of China 
and its Government will be nebulous. 
Any Chinese political group which is 
able to demonstrate to the peasant that 
it can improve his life, is bound to 
make a powerful appeal to him, not- 
withstanding his inborn conservatism. 


t See the daily “Shanghai News” of August 1, 
1950, No, 46. 


1951 


_ FAR EASTERN ECONOMIC REVIEW 


Throughout the ages, farmland in 
‘China was divided, and sub-divided, 
-amongst the sons of the owner upon the 
latter’s death. As a result of this sys- 
tem, coupled with the problem of over- 
population, the good earth, though still 
good, has by now become too small for 
the sustenance of the individual owner. 
‘The average Chinese farm measures 
from 3 to 4 acres, as compared with the 
average American farm of 170 acres. 
Some areas, like Kiangsu Province, 
have a population of 850 people per 
“square mile; on the other hand, Yunnan 
Province has a population of only 6% 
people per square mile. But the Chin- 
ese peasant is more interested in an 
economy, in terms of square meals in- 
stead of square miles. When one sees 
China’s endless jumble of mud villages, 
it becomes immediately obvious how 
very poor all villagers are. And yet, 
the Chinese peasant achieves a sort of 
stunned tranquillity, meditating in 
-Silence that it always was so. 


China seemed permanently condemn - 
ed to a subsistence level agrarian eco- 
nomy; too many people and too little 
food. The vexing and perplexing 
problems bring the rural population to 
-an interminable struggle for survival 
and the realties of death. It is not 
difficult to describe in statistical terms 
the poverty of the Chinese farmer; yet 
it is difficult to realize the truth: meals 
without meat, shoes without leather; 
houses containing no iron, illiteracy and 
ignorance, famine and disease, an aver- 
age life expectancy under 30 years. And 
-all this is accepted as a matter of 


course, forming part of the ancient way 
of life.+ 


As Rodney Gilbert, a veteran journ- 
alist with long experience in China, 
adequately expressed it: A hungry 
Chinese peasant’s son will join any- 
body’s bandit force, to take the burden 
of his appetite off his family’s inade- 
-quate acres. 


One great authority on China’s agri- 
cultural economy is Professor John 
Lossing Buck of the University of 
-Nanking. In one of his essays* he 
states that the annual farmer’s family 
income in China, excluding house rent, 
on the average farm, (expressed in U.S. 
money) is only $147 and, on a per 
capita basis, only $2.30 a month. If all 
cash expenses are substracted from 
cash receipts, the amount the family 
-has to live on—aside from raw materiai 
for clothing, house rent, and food sup- 
plied by the farm—is $73 a year. The 
density of the population in North 
China is 621 per square mile; in east 
and central China 839. These figures 
may be compared with Denmark hav- 
J and the United 

ates having per uar 


+ For more detailed description see the excel- 
‘lent book “Thunder Out of China,” by Theodore 
H, White and Annalee Jacoby (1946), as well as 
authentic writings on modern China by John K. 
Fairbank, Edwin O. Reischauecr and Jean Escarra 
(China Then and Now, Peking, 1940). 

* See “The Annals of the American Academy 
of Political and Social Sciences.’”” November 1950. 
‘CHINA, Essay on “Agriculture and the Future 
of China,” by John Lossing Buck. 


Patient endurance leads the Chinese 
farmer stoically to tolerate the scourges 
that Heaven sent upon him. To natural 
disasters befalling agricultural pursuits 
in China must be supplemented man- 
made injustices, like predatory tax col- 
lectors, excessive interest rates on bor- 
rowed money, and unproportionately 
high returns (rent) to the owner of 
rented land. Human suffering is the 
heritage of China. Yet, considered in 
the inextinguishable light of her age- 
long history, even the turmoil of the 
starving and homeles populace assumes 
its place in the solemn procession of the 
struggling multitudes, shaped by primi- 
tivity and sustained by hope. Spurred 
on by a better tomorrow, they are as 
enduring as the hills sheltering them. 


The Chinese peasants’ homes have no 
ceilings but the raftered roofs; they 
have no floor but the battered earth. 
Greased paper is inserted in place of 
glass windows. Electric light is un- 
known in Chinese villages; kerosene 
lamps are considered a semi-luxury, 
and usually the villagers turn in for 
the night shortly after twilight sets in. 
In his house the peasant. stores his 
scanty stocks of grain and vegetables, 
under the same roof he shelters his ani- 
mals at night; and in the same house 
he venerates and worships before his 
ancestral shrine. 


These are highlights in the dreary 
existence of the Chinese peasant And 
so it will easily be comprehended that 
the pitiful levels of people continually 
existing on the brink of starvation fall 
easy prey to the empty promises of dic- 
tators and agitators. Since the Chinese 
peasants have neither reserves, nor 
assets, they feel that they cannot lose 
anything by becoming adherents to a 
new ideology. 


The ominous fact of universal desti- 
tution chronically prevailing amongst 
China’s teeming masses naturally will 
induce these, without lengthy persua- 
sion, to welcome almost any kind of 
change as an improvement of their 
desolate lot. Parallel with poverty, 
partly as cause and partly as effect, 
goes the chronic pressure of abounding 
populations upon inadequate resources, 
a pressure which appears sure to in- 
— seriously during the next de- 
cades. 


The Chinese Army | 

A vital role in the Chinese drama is 
played by the army. It is deemed ap- 
propriate to present here extracts from 
the excellent work “Thunder Out of 
China” by Theodore H, White and 
Annalee Jacoby, published in 1946. The 
joint-authors were sent to China by the 
reputable weekly “Time,” as whose 
Chungking correspondents they acted 
during the war. White at times 
followed the Chinese army as a keen 
and truthful observer, so that the fol- 
lowing extracts from his reports may 
be considered first-hand records:* 


“During the first World War the Germans 
sent General Ludendorff to visit the Austrian 
high command. His laconic report becanie 
legendary: “‘We are allied to a corpse.” 


* See chapters 9 and 18. 


“Within a few months after Pearl Harbor the 
American army in Asia came to almost precisely 
the same conclusion about its Chinese ally. The 
years of stalemate had made the Chinese army 
a pulp, a tired, dispirited, unorganized mass, 
despised by the enemy, alien to its own people, 
neglected by its Government, ridiculed by its 
allies. No one doubted the courage of the 
Chinese soldier, but the army had no ability, 
no strength, no leadership. | 


“A simple set of figures told more than 
volumes of narrative about China’s army. In 
1938, when the first Japanese offensive campaign 
had ended, the Chinese army mustered 4,000,000 
men. For the next six years the Chinese Gov- 
ernment conscripted 1,500,000 men a year. At 
a minimum the Chinese army should have hed 
12,000,000 men on ‘ts rosters by 1944. But there 
were still only 4,000,000, and these could be cailed 
effective only by courtesy. What had happened 
to the other 8,000,000? No one knows for sure. 
Battle death and casulaties accounted for perhaps 
a million lives in the intervening years of stale- 
mate. The other 7,000,000 had simply vanished. 
They were missing because they had died of 
sickness and hunger, or because they had de- 
serted individually to their homes or en masse 
to the enemy. 

“China had a conscript army, recruited in the 
simplest and most cold-blooded fashion, Chinese 
recruiting had none of the trimmings of number- 
drawing, physical examination or legal exemp- 
tion. Chungking decided how many men it 
wanted and assigned a certain quota to each 
province; the quota was sub-divided for each 
county and village, and then the drafting began. 
In some areas it was relatively honest, but on 
the whole it was unspeakably corrupt. No one 
with money need fight; local officials for a fat 
profit, sold exemptions to the rich at standard 
open prices. Any peasant who could scrape the 
money together bought his way out. The men 
who were finally seized were often those who 
could least afford to leave their families. When 
a district had been stripped of eligible men, 
passersby were waylaid or recruits bought from 
organized pressgangs at so much a head. Men 
were killed or mutilated in the process. Some- 
times they starved to death before they reached 
a recruiting camp. Men in the Chinese army 
never had a furlough, never went home, rarely 
received mail. Going into the army was usually 
a death sentence—and more men died on their 
way to the army, through the recruiting process, 
the barbarous training camps, and long route 
marches, then after getting into it, 


“A soldier who survived training to reach the 
army at the front was little better off then the 
raw recruit, for the Chinese army was starving 
to death in the field. The food the Chinese 
soldier got, if he were lucky, if his officers were 
honest, and if all regulations were obeyed, was 
rice and vegetables. His ration was supposed 
to be 24 ounces a day, but usually it was much 
less. 

“The route marches of the few armies that 
plodded across the country left a trail of wasted 
cadavers on all the mountain road. Men in 
every stage of sickness and ill-health would keep 
struggling along with their units, because they 
could get food only with their own companies. 
If they dropped from their line of march, they 
lay as they fell until they died........ Medical 
care in the Chinese army was primitive. China 
has about one doctor to every 45,000 people, the 
United States about one to every 800........ 
entire Chinese army, with 300 divisions, 
the services of probably no more than 500 capable 
physicians and surgeons—an average of slightly 
more than one to a division, if they had been 
assigned equally........ The total result was 
that the average Chinese dressing station or 
divisional hospital was managed by men who 
could not be employed as soda jerks in American 
pharmacies, by men who had no more idea of 
physiology and hygiene than a plowman, by men 
filtered into the medical service, because its con- 
trol of hospitals and supplies was one of the 
happy hunting-grounds of corruption. 
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“The army had a thousand ailments, most of in which they were working. 


which were due to starvation. With their con- 
stitution ruined by poor food, sleeplessness, and 
years at the front, the Chinese soldiers were ripe 
for any wandering infection. Probably 10% of 
the troops were tubercular. Their cramped 
quarters, their undernourishment, their habit of 
plunging their chop-sticks into a common bow! 
of food, made it almost impossible to take pre- 
ventive measures........ Dysentery, malaria and 
seabies were secondary scourges........ The 
normal physical reserves of the Chinese soldier's 
body had sunk so low that when dysentery 
attacked and he could take no nourishment for 
a few days, his life would gutter out like a 
candle. The rolls would list his death as dysen- 
tery; actually he had died of starvation, One 
of the worst malaria areas in the world is the 
Salween river valley in western Yunnan; there 
the situation is so dangerous that the fertile 
district is bare of human inhabitants. In the 
spring of 1942 three Chinese divisions were rush- 
ed to the Salween Gorge to stem the Burma break- 
through. One division marched into the bottom 
lines with 7,000 men; three weeks later only 
4,000 were able to stand and fight, due to mal- 
arial attacks. The Chinese troops were not sup- 
plied with mosquito nets, until the American 
army took over medical authority........ 


“Corruption in the Chinese forces was a cancer 
at the heart that infected every limb. Almost 
to the close of the war each division and army 
was treated as idependent. Each division com- 
mander received a certain amount of money 
which he apportioned as he saw fit for medical 
expenses, saiaries, vegetables and other items 
incidental to the conduct of a campaign, As the 
infiauon are ike acid at accepted ethics, the 
officers found themselves perhaps better placed 
strategically for grafting than any other group 
in the country. A divisional commander received, 
say, money and supplies for 10,000 men, which 
his subordinates in turn distributed to the lower 
echelons, But a division which carried 10,000 
men on its roster might actually have only 9,v6U 
men,—or /,000 or 5,000. This difference between 
the roster strength and actual strength of any 
unit was the measure of how much a commander 
could pocket personally. Further, the less he fed 
the living, the greater his profit. Graft coursed 
from one end of the Chinese army to the other. 
Payrolls were padded; rice rolls were padded; 
the abuse became so flagrant that a general's 
graft was finally recognized as his right....... . 


“Chinese officers treated their soldiers like 
animals. Soldiers could be beaten, even killed, 
«at commander’s whim, and punishments included 
ear-cropping and flogging. Americans at train- 
ing centres were revolted to see how often a 
eoidier might be punished by being made to 
kneci on nis bare knees On a rocky parade 
ground, with his hands bound behind his back, 
until he collapsed in a burning sum........ 


“The Chinese did not fear to fight for 
country; w.nere was no dencic in patriotism. 
they what -vecrulting camps were 
Government reguiations could be read with a 
mirror, Officers were forbidden to mix sand with 
the rice they ieu whe recruits; they were ior- 
buaden to seize any ciotmes, baggage, or personal 
possessions a cunscript carried with im; they 
were toroidden to torture, tie up or lock their 
recruits 11 barrea rooms at might........ Conui- 
tions 18 combat units were horrible, but by com- 
parison to cvunditions in induction centres tney 
were idyluc. secrults ate even less than tne 


‘starving sviulers; sometimes tney got no water. 


many of them were stripped naked and left to 
sieep on bure floors. ‘they were whipped, Veal 
bodies were allowed to he for days. in some 
areas less than zU per cent, lived to reach the 
front. ‘the week that the stories of Belsen and 
BMucnenwaid broke in Europe comeided with the 
height ot the conscription drive in China, The 
doctors who dealt with the recruit camp about 
refused to be excited about German 
horrors, for descriptions of the Nazi camps, they 
said, read almost exactly like the recruit centres 


Near Chengtu one 
camp had received some 40,000 men for induction. 
Many had already died on the way; only 8,000 
were still alive at the camp at the end of the 
drive. One batch of 1,000 inductees was reported 
to have lost 800 recruits through the negligence 
of its officers. | 

“A few of the men responsible for the horrors 
were shot. In one report the “Central News 
Agency” wrote: 

“Hsu Cheng-kun was accused of misappropriat- 
ing military food supplies, causing the death of 


105 recruits, the murder of company commander 


Wei Chao-jen, burying recruit Tai Ching-shan 
alive and sundry offences........ Lieutenan* 
Feng Tsun was accused of viciously beating up 
recruit Sun Kiu-shun, torturing his relative, and 
exorting $10,000, Captain Li Po-chien was 
accused of misappropriating military food sup- 
plies, causing the death of Li Cheng-tsin and 
other recruits by physical tortures, extortion to 
the amount of $197,000, and maiming recruit 
Tseng Hsien-Feng.”’ 


Here end the extracts from the 
truthful narrative recorded by Mr. 
Theodore H. White. When one consi- 
ders the shocking occurrences amongst 
soldiers until 1949, one will readily un- 
derstand that the last sparks of patriot- 
ism left in them would turn into black 
embers, into deadwood. Here we have 
unambiguous explanations for the mass 
suurrenders which became the order of 
the day amongst Chinese armies, for 
their sale of American supplied modern 
arms to the Communists and for the 
complete disintegration of the large 
masses which once formed the armies 
of China. 


The Chinese masses were accustomed 
to ageless ills as floods, drought, famine 
and the tax collector. But the hard- 
ships brought about by the exigencies 
of a long and cruel war placed the 
emaciated multitudes before’ super- 
human problems which few could bear. 
As the pay of the soldiers, due to the 
pernicious inflation pervading all China, 
did not keep pace with mounting costs 
of living, soldiers became unruly and 
lost the last spark of interest in the 
welfare of their country. They saw 
that their officers, garnering the soldiers 
pay, employed the inflated banknotes to 
lend them out at stupendously high 
rates of interest, using proceeds for 
their own pockets. When the money, 
long overdue, was turned over to the 
soldiers, its buying power had been re- 
duced eénormously. These were not’ 
isolated instances in 1948, but frequent 
occurrences, the nature of which did 
not sponsor feelings of patriotism. On 
the contrary, such happenings opened 
the doors for the rapid ingress of the 
Chinese Communists. 


American Policy in China 


Before dealing with American diplo- 
matic action in the Chinese Nationalist- 
Communist dispute, it might be bene- 
ficial to outline in brief compass the 


chronology of principal events affecting 

Sino-American relations:—* 

1844, July 3, Treaty of Wanghia, first Sino- 
American treaty (Cushing) ; 

1858, June 18, Treaty of Tientsin (Red Treaty) ; 

1868, July 28, Treaty of Washington (Burling- 
name Treaty) ; 


* Based upon data published in the Government 
White Paper (United States Relations with 
China), Washington, August, 1949. 


1899/1900, Sept./March, Secretary Hays Open 
Door Policy Notes; 

1900, July 3, U.S. policy on preservation of 
Chinese territorial and administrative entity 
announced ; 

1908, Oct, 8, Sino-U.S, Commercial Treaty signed 
at Shanghai; 

1908, Nov. 30, Root-Takahira Agreement: 

1909, Nov./Dec. Knox ‘neutralization’ of Man- 

¢hurian railways proposal; 

1915, March 13, Secretary Bryan’s statement of 
opposition to Japanese 21 demands on 
China ; 

1915, May 11, Secretary Bryan’s statement of 
nonrecognition of Sino-Japanese agreements 
impairing American treaty rights in China; 

1917, Nov. 2, Lansing-Ishii Agreement; 


1922, Feb. 6, Nine-Power Treaty signed at 
Washington Conference; 
1927, Jan. 27, Secretary Kellog’s statement 


expressing sympathy with Chinese nation- 
alism and U.S. policy of noninterference 
in Chinese internal affairs; 

1928, July 25, U.S. recognition of the National 
Government of the Republic of China: 

1982, Jan, 7, Secretary Stimson’s announcement 
of policy of nonrecognition of territorial 
changes brought about by force; 

1934, April 29, U.S. in note to Japan, reasserting. 
its treaty rights in China; 

1938, Oct. 6, U.S. protest regarding Japanese 
nonobservance of the Open Door in China;: 

1940, March 30, U.S. denounced setting up of 
Wang Ching-wei regime in Nanking; 

1942, Feb. 7, U.S. loan to China of $500,000,000 
authorized ; 

1948, Jan. 11, Sino-U.S. Treaty providing for 
relinquishment of American extraterritori- 
ality signed at Washington; 

1943, Nov. 22-26, Cairo Conference of Roosevelt,. 
Churchill and Chiang Kai-shek ; 

1948, Dec. 17, Repeal by U.S. Congress of dis- 
criminatory liegislation regarding Chinese 
immigration and naturalization ; 

1945, Nov. 27, Appointment of General George 
C. Marshall as President Truman’s special 
representative to China announced; 

1946, Aug. 10, Joint statement on situation in 
China issued by General Marshall and 
Ambassador Stuart; 

1946, Aug. 30, Conclusion of Sino-American: 
surplus-property sale agreement; 

1946, Nov. 2, SinoU.S, Treaty of Friendship,. 
Commerce and Navigation signed at Nan-. 
king ; 

1947, Jan, 7, General Marshall’s recall announced ; 

1947, July 9, President Truman instructs General’ 
Wedemeyer to proceed to China on a fact- 
finding mission; 

1947, Sept. 19, General Wedemeyer submitted his 
report to the President; 

1948, April 3, China Aid Act of 1948 approved 
by President Truman; 

1948, July 8, Agreement signed covering terms 
of American économic aid to China; 

1949, April 14, Extension of China Aid Act of. 
1948, 


The United States of America, of ail 
the occidental nations, seems to be fur- 
thest removed by tradition and national 
temperament from a sound comprehen- 
sion of Far Eastern social problems. 
Partly this is due to a deficiency in 
formal education or first-hand experi- 
ence on the spot. Numerous American 
tourists have ‘done’ China, but usually 
in a very superficial manner, devoting 
more time to sight-seeing and window- 
shopping than to the study of the coun- 
try and its people. Many thousands of 
soldiers and sailors from America were 
either stationed in China, or else passed 
through some of the principal ports. 
But these, like their confreres from 
other lands, were bent upon exploring 
the delights which they sought and 
found in bars or dancing saloons, 
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On the other hand, the United States 
‘can boast of a small, but select group 
of first-class connoisseurs of things 
Chinese. Amongst these are former 
Ambassador Clarence E. Gauss, who 
sided with the late General Stilwell 
and who, disgusted at prevailing condi- 
tions within the Kuomintang, resigned 
his post in 1944. 


Another China expert is the last Am- 
erican Ambassador John Leightorm 
Stuart, who held office from 1946 to 
1949, i.e. during the most critical years. 
He was born in China, spoke and wrote 
Chinese like an outstanding scholar 
and, above all, knew conditions and the 
historical progress in that country ex- 
tremely well. Mr. Stuart had the addi- 
tional plus of understanding the tem- 
perament of the Chinese people and 
officials most profoundly. Before join- 
ing the U.S. Foreign Office, he was 
President of Yenching University in 
Peking. 


There was another outstanding figura 
in the field of guidance and mediation 
in the person of General George C. 
Marshall, formerly chief-of-staff in 
world war II. The military genius and 
tact of General Marshall are too well- 
known to nced emphasis. He had the 
added advantage in his capacity of 
special representative of President Tru- 
man that he knew China well, for years 
ago he was garrisoned as regimental 
commander at Tientsin, North China. 
Arriving in China on his special mission, 
in November, 1945, he stayed there un- 
til January, 1947. During this time he 
worked hard to bring about a recon- 
ciliation between Chiang Kai-shek’s 
Administration and the Communist 
armies. That he failed in a_ sincere 
endeavor was positively not his fault. 


The widely known late General 
Joseph Stilwell had formerly been US. 
military attache in China and knew 
He stands witness to 
the insincerety of the Kuomintang 
clique. Commanding the American 
forces in Burma, he was appointed by 
President Roosevelt as commander-in- 
chief of the united military forces in 
China, after the consent of Generalissi- 
mo Chiang Kai-shek had been obtained. 
Although the latter had overtly accept- 
ed the appointment with seeming 
enthusiasm, he put so many obstacles in 
the path of Stilwell that the General 
resigned in disgust and left China. 


His successor was the equally well- 
known General Albert Wedemeyer who 
had had the opportunity to learn condi- 
tions, political, economic and military, 
on the spot. He was very energetic and 
possessed outstanding capabilities; yet 
he failed to obtain concrete results in, 
China. After departing for America, 
he was commissioned by President Tru- 
man to return to the Far East for the 
purpose of drawing up a new report on 
the situation as it presented itself in 
1947. The contents of the Wedemeyer 
fact-finding-report on the hopelessly 
confused conditions in Nationalist China 
“were so damaging that the United 
States authorities withheld publication 
for a long period. 


Besides, the American State Depart- 
ment had a number of other efficient 
and reliable observers in China, and a 
wellinformed group of private citizens 
whose valuable advice and assistance on 
Chinese affairs was available. Besides 
these, American Professors came to live 
in Nationalist China for the purpose of 
studying conditions on the spot. Some 
very capable American newspaper cor- 
respondents resided in China and were 
widely travelled in that country, look- 
ing back upon first-hand experience 
extending over decades.* 


Following these preliminaries we are 
now approaching the fatal question: 
Why has American policy in China 
failed? From the following enumera- 
tion of valid causes the reader will come 
to the conclusion that, though American. 
actions might not always have come at 
the right time, or in the right style, 
they nevertheless represented honest 
endeavors on the part of the United 
States authorities, who cannot be ac- 
cused with siesta psychology. In deal- 
ing with that fateful topic I deem it, 
essential to call two witnesses, namely: 
extracts from official documents releas- 
ed by the State Department at Wash- 
ington and the well-considered and 
logical views of American investigators 
of standing, who had opportunities to 
investigate the complicated state of 
affairs on the spot. Since my own. 
views fully tally with the opinions ex- 
pressed by the parties referred to, it 
ought to suffice to keep my own person 
in the background. 


The enumeration of level-headed 
Americans, all men of the highest inte- 
grity, imbued with the craving to find 
a way out of China’s chronic dilemma, 
admittedly is incomplete. That none of 
them was able to point to the right 
road, away from the wrong way on 
which Nationalist China was treading, 
decidedly is a foundation for the as- 
sumption that there was no remedy for 
Chiang Kai-shek’s China, as it present- 
ed itself in the years 1946 to 1949. 
Convincing support is lent to the vera- 


* Amongst the experts on Chinese affairs figure 
Ambassador Monett Davies (formerly Consul 
General at Shanghai), who sent detailed reports 
on the deteriorating China situation to Washing- 
tion. Other reliable and capable men, whose 
advice could have been had for the asking, 
were the American citizens Dr. Arthur N. 
Young, for 20 years advisor on finance to the 
Nationalist Government, as well as Dr. Oliver 
Lockhart, formerly head of the Chinese Salt 
Gabelle and now with the Export-Import Bank 
in Washington. Excellent writers on the critical 
years in China are John K, Fairbank, Professor 
of History at Harvard University, Lawrence K. 
Rosinger of Columbia University and Edwin O. 
Reischauer of Harvard University. Among 
American journalists with excellent knowledge of 
Chinese affairs such names as Hallet Abend and 
Rodney Gilbert are outstanding. Amongst effici- 
ent newspaper correspondents the names of 
Theodore H, White (Time-Life) calls for men- 
tion. Other China experts are Dr. Arthur Coons, 
President of Occidental College, formerly a _ re- 
sident of Peking; Judge Milton Helmick, the 
last presiding judge of the American Court in 
China, George E. Sokolsky, the well-known 
commentator who had long China experience; 
John Carter Vincent of the State Department; 
Professors C. F. Remer and Harley Farnsworth 
MacNair, Pearl S. Buck, etc, 


city of this view by quoting brief pass- 
ages from the U.S. Government publi- 
cation of 1949, titled 
Relations with China” (Department of 
State publication No. 3573). These 
citations—to which could be added 
numerous others — afford clear proofs 
regarding the following two important? 
facts: (1) That American methods in 
China were right and sincere and re- 
presented honest and unselfish endea- 
vors. (2) That the disintegration of 
the entire Kuomintang fabric was so 
fast and irreparable that the situation 
could not have been saved. To bolster 
the Nationalist regime the United States’ 
lent, or rather gave, over two billion 
dollars. Besides food and equipment, 
so-called army surplus, costing another 
billion dollars, was sold to China at 
23% of cost. But proceeds were squan- 
dered by China, often in a mysterious 
manner, leaving no visible achieve- 
ments on record. 


In his letter of transmittal to Presi- 
dent Truman of the White Paper on 
China Secretary Acheson (July 30, 
1949) states inter alia: 


“The reason for the failures of the Chinese 
National Government appear in some detail in 
the attached record. They do not stem from an 
inadequacy of American aid. Our military ob- 
servers on the spot have reported that the Na- 
tionalist armies did not lose a single battle dur- 
ing the crucial year of 1948 through lack of arms 
or ammunition. The fact was that the decay 
which our observers had detected in Chungking 
early in the war had fatally sapped the powers 
of resistance of the Kuomintang. Its leaders 
have proved incapable of meeting the crisis con- 
fronting them, its troops had lost the will to 
fight, and the Government had lost popular sup- 
port, The Communists, on the other hand, 
through a ruthless discipline and fanatical zeal, 
attempted to sell themselves as guardians and 
liberators of the people. The Nationalist armies 
did not have to be defeated; they disintegrated. 
History has proved again and again that a re- 
gime without faith in itself and an army with 
out morale cannot survive the test of battle,” 


And in another place of his letter to 
the President Mr. Acheson offers fur- 
ther indicting facts relative to the 
breakdown of Nationalist China: 


“The unfortunate but inescapable fact is that 
the ominous result of the civil war in China was 
beyond the control of thé. Government of the 
United States. Nothing that this country did, 


or could have done within reasonable limits of . 


its capabilities, could have changed the result: 
nothing that was undone by this country has 
contributed to it. It was the product of internal 
Chinese forces, forces which this country tried 
to influence, but could not. A ‘decision was 
arrived at within China, if only a decision by 
default.”’ 


Here is another, earlier, official com- 


munique from the late General Joseph - 


Stilwell to the chief-of-staff, dated 
September 26, 1944, reading: 


“Chiang Kai-shek has no intention of making 
further efforts to prosecute the war. Anyone who 
crowds him toward such action will be blocked 
or eliminated........ Chiang Kai-shek believes 
he can go on milking the United States for 
money and munitions by using the old gag about 
quitting if he is not supported. He believes the 
war in the Pacific is nearly over, and by delay- 
ing tactics, he throws the entire burden on us. 
He has no intention of instituting any real de- 
mocratic regime or forming a united front with 
the Communists, He himself is the main ob- 


“United States’ . 
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stacle to the unification of China and her co- 
operation in a real effort against Japan....... . 
I am now convinced that, for the reasons stated, 
the United States will not get any real co- 
operation from China while Chiang Kai-shek is 
in power. I believe he will only continue his 
policy of delay, while grabbing for loans and 
post war aid, for the purpose of maintaining his 
present position, based on one-party government, 
a reactionary policy, or the suppression of de- 
mocratic ideas with the active aid of his gestapo.”’ 


Before leaving China, General Stil- 
well in his final report to the War 
Department, made the following re- 
marks: 


“The Kuomintang party, Chiang Kai-shek is the 
leader, was once the expression of genuine na- 
tionalistic feeling, but is now an uncertain equili- 
brium of decadent, competing factions, with 
neither dynamic principles nor a popular base. 
Chiang controls by manipulating these functions 
with an adroit political sense, His seat is insecure. 
His reluctance to expand military strength, his 
preoccupation with the security of domestic 
supremacy, his suspicion of everyone around him, 
and his increasing emotional instability betrayed 
a realization of this. He became hostage to the 
forces he manipulated.” 


We could gain little by supporting 
the attitude of the Chiang regime. We could 
have gained much by exerting pressure on Chiang 
to co-operate and achieve national unity, and if 
he proved unable to do this, then in supporting 
those elements in China which gave promise of 
such development.” 


When terminating his mission in 
China, General Wedemeyer, on August 
22, 1947, delivered an address to tha 
joint-meeting of the State Council and 
all the Ministers of the National Gov- 
ernment at which the Generalissimo and 
Madame Chiang Kai-shek and the Am- 
erican Ambassador also were present. 
In his address he was strongly critical 
of the military effort of the Government 
and of the corruption and inefficiency 
prevalent in its ranks. He said in sub- 
stance that the National Government 
could not defeat the Chinese Commun- 
ists by force, but could only by improv- 
ing the political and economic situation 
immediately. He stressed that the 
effectiveness and timeliness of these 
improvements would determine whe- 
ther the National Government would 
stand or fall. General Wedemeyer 
gave it as his opinion that in the first 
year of the war it was possible to stamp 
out, or at least to minimize the effects 
of Chinese Communism, Government 
should have disposed its military forces 
in such a manner as to insure contrdl 
of all industrial areas, important cities 
and lines of communication. Had the 
Government appointed highly efficient, 
scrupulously honest officials as Gover- 
nors and district magistrates, political 
and economic stability would have re- 
sulted and the people would have 
strongly opposed the infiltration of 
communistic ideas. “I believe,” said 
the General, “that the Chinese Com- 
munist movement cannot be defeated 
by the employment of force. Today 
China is being invaded by an idea in- 
stead of strong military forces from 
outside. The only way in my opinion 
to combat this idea successfully is to 
do so with another idea that will have 
stronger appeal and win the support of 
the people. This means that politically 
and economically the Central Govern- 
ment will have to remove corruption, 


and incompetence from its ranks in or- 
der to provide justice and equality and 
to protect the personal liberties of the 
Chinese people, particularly of the 
peasants.” 


Dealing in more detail with his open 
accusations of corruption, General 
Wedemeyer addressed the meeting of 
notables in the following strain: 


“One hears reports on all sides concerning cor- 
ruption amongst government officials, high and 
low, and also throughout the economic life of 
the country. With spiralling inflation, the pay 
of government officials, both in civil service and 
in military service, is wholly inadequate. I am 
sure that persons who are presently practicing 
dishonest methods would never consider doing 
so, were it not for the fact that they receive 
insufficient remuneration to meet the bare neces- 
sities of life. Many of them are not trying to 
acquire vast fortunes, but are just trying to 
provide a standard of living commensurate with 
their position. On the other hand, certain rich 
families, some of whom have rich relatives in 
high positions of the Government, have been 
greatly increasing their fortunes. Nepotism is 
rife, and in my investigations I have found that 
sons, nephews and brothers of government offi- 
cials have been put in positions within the Gov- 
ernment, sponsored firms, or private firms, to 
enable them to make huge profits at the expense 
of the Government and their people.” 


There are numerous other authen- 
ticated and authoritative expressions 
of opinion on record, emanating from 
persons of the highest standing and 
understanding, confirming in unequi- 
vocal terms that the United States did 
its best, and the Kuomintang did its 
worst, toward the search out of a 
frightful dilemma. General Marshall 
is not only one of the best authorities 
on Chinese military and political 
affairs, but also a man of such out- 
stading sincerity and integrity, that 
relevant passages from his farewell 
statement, made on January 7,1947, on 
his departure from China, ought to 
find space here. Said the General: 


“In the first place, the greatest obstacle to 
peace has been the complete, almost overwhelm- 
ing, suspicion with which the Chinese Communist 
party and the Kuomintang regard each other, 
I think the most important forces in- 
volved in the recent breakdown of negotiations 
are these: On the side of the Nationalist Gov- 
ernment, which is in effect the Kuomintang 
party, there is a dominant group of reactionaries 
who have been opposed, in my opinion, to almost 
every effort I have made to influence the forma- 
tion of a genuine coalition goverament. They 
were quite frank in publicly stating their belief 
that co-operation with the Chinese Communist 
party in the Government was quite inconceivable 
and that only a policy of force could definitely 
settle the issue. This group includes military 
and political leaders........ A very harmful and 
immensely provocative phase of the Chinese 
Communist party procedure has been in the 
character of its propaganda. I wish to state to 
the American people that, in the deliberate mis- 
interpretation and abuse of the action, policies 
and purpose of our Government, this propaganda 
has been without regard for the truth, without 
any regard whatsoever for facts, and has given 
plain evidence of a determined purpose to mis- 
lead the Chinese people and the world and to 
arouse a bitter hatred of Americans, 


gr AE The salvation of the situation, as I 
see it, would be the assumption of leadership 
by the liberals in the Government and in the 
minority parties, a splendid group of men, but 
who as yet lack the power to exercise a con- 
trolling influence.” 


Aside from these sparse extracts of 
official views, one ought to take cogni- 
zance of the observations of. represen- 
tative civilians who studied the situa- 
tion on the spot. Foremost amongst 
these are the writings of Harvard Pro- 
fessor John K. Fairbank. Some topical 
extracts from his conclusions are 
being cited here: 7) 


America’s China policy became in- 
volved in the disastrous duality ad- 
vocated in the famous Wedemeyer re- 
port. America urged that reform was: 
the only way to forestall Communism; 
yet, at the same time, the United 
States continued to give aid to anti- 
Communists, like Chiang Kai-shek, 
who felt they did not have to reform 
because they were getting American 
aid. These alternatives were by nature 
mutually incompatible, but America 
became involved in trying both at 
once. This was because the United 
States policy makers in the various 
branches of the Government §repre- 
sented a variety of views, while the 
country as a whole had no overall-- 
view. 


American observers, keenly interest- 
ed in happenings in China and capable’ 
of evaluating conditions there (like 
General Chennault) opine that “..... j 
areas of anti-communist resistance 
must be sufficiently progressive and 
enlightened, both politically and’ 
economically, that the people of China 
—and of all Asia—can have living 
proof that democracy can meet their 
material, political and spiritual aspira- 
tions better than can Communism. We 
must insist that the necessary reforms: 
and policies are carried out, to make 
certain that this will be true.” 


If this condition is not fulfilled, any 
program: of resistance would not be 
effective. There are thus. essential 
political, economic and spiritual in- 
gredients which must accompany any 
military program against Asiatic Com- 
munism. Lacking these ingredients, a 
military effort is likely to fail, leaving 
the United States in an even worse 
position than before. It is quite evident 
that the aforementioned ingredients; 
with which to counter Communism, 
are at this time inadequate within 
China and cannot be supplied by 
America from outside. This pessimistic 
opinion must not be taken as defea- 
tism, but realism, the only basis on 
which the United States can build a 
new policy towards Asia, free from 
dangerous wishful thinking. 


There are three realities which 
America ought to accept if she wishes: 
to remain realistic: (1) The Chinese 
Communists have achieved military 
domination over the Nationalists and 
have since consolidated their power 
and control over the entire area of 
China, proper. Seemingly the Chinese 
Communists are now firmly § seated. 
(2) The Chinese Communist leaders: 


* See “Communism in China and the New 
American Approach in Asia,” by John K. Fair 
bank, published (Next Step in Asia) in 1949 by 
the Harvard University Press. 
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are genuine Communists. It is er- 
roneous to assume that they are “mere 
agrarian reformers”, or that their 
leader, Mao Tze-tung, might become 
a Titoist. Though rather lenient to- 
ward property owners and small in- 
dustrialists, there is good cause to pre- 
sume that, as soon as they will have 
trained a reliable administrative ap- 
paratus, they will follow Russian prac- 
tices of expropriations and nationali- 
zations of privately owned assets. (3) 
Chinese peasants, the bulk of the 
population, are bitterly poor and sad- 
ly underprivileged, unable to make 
any real contribution toward demo- 
cracy. Possessing nothing, they have 
as little as that to lose. Their plight 
cannot be aggravated; but it might be 
mitigated by adhering to the new doc- 
trine. The ridiculously small land par- 
cel owned by the average Chinese far- 
mer is insufficient to provide for the 
hunger of the normal family. There- 
fore heis genuinely grateful tothe new 
rulers for the latter’s apportionment 
to him, free of charge, of an additional 
field, taken from the better-off landed 
proprietor. Under such circumstances, 
from the point of view of the common 
people, the Chinese Communist regime 
(judging by its records to date) now 
oifers to the small man promise to 
being the best Government which 
China has had in modern times. 


In his excellent presentation of ac- 
tualities Mr. John K. Fairbank sum- 
marizes the position in the following 
words ; 


“Under prevailing circumstances the American 
people must realize that, for some time to core, 
they will have to be content with a very small 
role in Chinese affairs. The most trenchant con- 
clusion to draw from the American policy in 
China is that material things (merchandize, food, 
arms, ships and airplanes) are inadequate <o 
defeat a social revolution which operates in the 
realm of a_ spirit, of national sentiment and 
psychology, as much as on economic and military 
levels. In this regard it is a question whether 
United States arms to Chiang Kai-shek did not 
assist the Communists more than it hindered 
them. 


“But then, there remains almost the remainder 
of Asia. The American nation has the skiils 
and technology, the ideals and cultural values, to 
make it the guide and friend of revolutionary 
Asia, America could bring education and literacy, 
public health and medicine, production and wel- 
fare to a third of mankind and bind it to its 
people as co-operating partners in a new world. 
But the United States cannot accomplish this by 
shipping goods, least of all by a supply of arms 
alone. 


“In China it is too late for military or other 
interventionist adventures, which could only 
strengthen the Communist position against us. 
We must strive to maintain contact with the 
Chinese people as best we can, preserving educa- 
tional and cultural activities whenever possible, 
co-operating with United Nations agencies, de- 
veloping whatever commercial and cultural ex- 
change the new Chinese regime will permit and 
we ourselves deem desirable, In our propaganda 
we should try to keep the record straight and 
provide an example of freedom of opinion and 
criticism. We have more to lose than to gain 
by any further support of Chiang Kai-shek, or 
by the use of American force to keep Formosa 
out of Chinese Communist hands.” 


This is the opinion of one man, 
though his views tally with the be- 
liefs of the majority of people who 
have an understanding of Chinese 
affairs. Yet a small minority, definite- 
ly entitled to obtain q hearing, does 
exist, a tiny group which claims that 
the Nationalists, now in Formosa, 
ought to hold out and should be sup- 
ported by the only nation able to do 
so, to wit the United States of Ameri- 
ca. The enthusiastic protagonist of the 
minority is U.S. Senator Knowland 
who shares Generalissimo Chiang Kai- 
shek’s unshakable conviction that the 
situation is not hopeless and capable 
of being retrieved. When interviewd 
at Los Angeles on September 18, 1950, 
Senator Knowland asserted that under 
the Arms Implementation Bill 98% of 
the United States active interest was 
devoted to Europe, and only 2% to the 
Far East. The ratio ought to be 70 to 
30. Anyone wishing China a better 
fate, and permanent peace after gen- 
erationlong interecine wars, should 
like to see Senator Knowlands visions 
for a happier future of China realized. 


Epilogue. 

In summarizing the deeper causes: 
for the United States failure to suc- 
cessfully mediate in the civil strife in 
China, one is bound to arrive at the 
following plausible reasoning: 

(1) From the outset there was an 
unbridgeable distrust between the 
Nationalists and the Chinese Commu- 
nists, forming an obstacle which no 
argument was capable of removing. 

(2) ‘The obvious corruption char- 
acterizing the Kuomintang organiza- 
tion led to disintegration of its forces, 
making it extremely difficuk for out- 
siders to plead for its continuation. 

(3) America’s China policy became 
involved in a disastrous duality. On 
the one hand, the United States ad- 
vocated that reforms in Nationalist 
China were the only manner to fore- 
stall Communism. Yet, simultaneously, 
America kept on supplying aid to anti- 
communists under Chiang Kai-shek, 
who considered that China need not 
reform, since she was getting aid from 
the United States. 

(4) America’s role as mediator be- 
tween Nationalist China and the Chin- 
ese Reds could not bear fruit, because 
America openly sided with one of the 
quarrelling parties (the Nationalists), 
which is not logical for a referee who 
has to remain impartial. 

(5) It has been proved beyond the 
shadow of doubt that the supply of 
foreign military aid and war weapons 
cannot drive out deeprooted ideas and 
ideals. Visions for a_ better life 
enchants the masses much more than 
monetary loans, goods or arms. 

* * 


What the world has been witnessing 
in China was the attempted transfor- 
mation of a civilization into a homoge- 
neous nation, an attempt which so far 
has not succeeded. The Chinese people 
deserve a better lot than what Heaven 
has sent them. If the masses would be 
aware of the existence of the old Latin 
motto, they would fervently inscribe 
it on their flag; “ORA PRO NOBIS” 


(Pray for us), 


BOOMING COMMODITY PRICES AND 


FAR EASTERN 


International basic commodity prices 
have had a pronounced upswing. since 
the outbreak of hostilities in Korea, and 
this upswing has been superimposed on 
earlier advances that had followed a 
period of receding quotations in the first 
half of 1949. The earlier advances, 
which by mid-April 1950 had become 
fairly general, reflected primarily the 
return of boom conditions in the United 
States, the chief consumer of basic com- 
modities. These earlier advances, how- 
ever, were not fully sustained; by late 
spring they were beginning to cause a 
rise in production of some raw materials 
and a shrinkage of demand. By mid- 
June, the upward pressure in most mar- 
kets had subsided, and prices of a num- 
ber of commodities showed signs of 
softening. Then came the outbreak of 


“PROSPERITY” 


the Korean war, which dissipated sur- 
pluses and started cOmmodity prices 
moving upward once again. 


The outstanding. developments in 
world cOmmodity markets since the in- 
vasion of South Korea have been: (1) 
great upsurge and some fluctuation in 
the prices of the two leading Far Eas- 
tern commodities, rubber and tin; (2) 
a rise in world sugar prices accompany- 
ing a shift of the surplus holdings from 
producers to consumers; (3) an unusual- 
1y rapid rise in world wool prices; and 
(4) stability of copper and zinc quota- 
tions during the first two months of the 
Korean war, followed by ‘price rise in 
these two metals. 


The primary factor behind the rise 
since the Korean invasion has been a 


heavy demand, on the part both of pri- 
vate purchasers and of various govern- 
ments, for the purpose of replenishing 
and expanding stocks. This demand has 
been inspired by the fear that supplies 
might be cut off as a result of a spread 
of hostilities, by anticipations of 
increased needs from the defense 


sector, and by prospects or ap- 
prehensions of growing inflation. 
Many industrial consumers of world 
commodities who had been expecting a 
drop in the existing high prices were 
apparently caught with low stocks’ by 
the outbreak of the Korean conflict and 
therefore were eager to accumulate 
larger inventories. There als) seems 
to have been much hoarding on both the 
wholesale and the retail levels; there is 
no clear evidence that speculative buy- 
ing for re-sale has taken place on more 
than a limited scale. In the more re- 
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cent stages of the Korean war, govern- 
ment siockpiling purchase, primarily in 
the United States, assumed important 
dimensions, and as the Western rearma- 
ment programs were speeded up, de- 
mand rose for materials required in the 
production of armaments and for other 
supplies for the armed forees, The up- 
Swing in industrial activity added fur- 
ther to the demand; however, the in- 
crease in current consumption was pro- 


bably of less importance than the rise 
in demand for the purpose of expand- 
ing inventories. 


Most of the panic buying appears to 
Ihave worn off by late August, when the 
upsurge of prices began to _ slacken. 
However, the commodity markets have 
remained responsive to every change in 
sentment, reacting immediately and 
vigorousiy io the shifting fortunes of 
the United Nations troops in Korea, to 
alterations in the outlook in 
other world danger spots, and to 
various changes and rumors, . of 
changes in government policies with 
respect to commodity inventories, stock- 
piling, and marketing. On the whole, 


a rising tendency has continued to pre- 
vail. This rising price trend, as well 
as the prospect of severe shortages in 
some commodities, has caused consider- 
able concern. 


In the price advances since June 23 
the pacemaker has been rubber. Not 
only has the rubber market recorded 
the largest price rise of any of the lead- 
ing international commodities, but, bc- 
cause of its great sensitivity to political 
developments, it has also exhibited the 
widest fluctuations. Since nine tenths 
of the world’s natural rubber comes 
from Southeast Asia, the invasion of 
South Korea and its threat to the peace 
of the Far East strongly affected the 
rubber market. New York rubber 
prices rose more than 200 per cent above 
their “pre-Korean” level and are the 
highest since the mid-twenties; this 
upswing was the more notable since 
quotations had already risen by 64 per 
cent in the nine preceding months. 


Tin is the other commodity most im- 
mediately affected by the Korean war. 
About three fifths of the world’s tin 
comes from Southeast Asia. Since the 


ouipreak of the Korean war, New York 
tin prices have advanced in successive 
waves to as high as double their pre- 
Korean quotations, thus exceeding even 
the previous high recorded in 1918. 
However, the impact of the Korean war 
on the tin market has been eased by: 
(1) the decrease since World War II of 
the metal’s importance as a strategic 
war material: (2) the existing large tin 
stocks, which exceed the pre-World War 
II level; and (3) the large excess of cur- 
rent production over actual consump- 
tion. In view of this excess, the Tin 
Study Group—an international commit- 
tee established by the leading tin-pro- 
ducing and consuming countries—pro- 
posed last spring a world tin agreement 
to regulate the market. An inter- 
governmental conference called by the 
United Nations to consider the draft ofa 
tin agreement convened in Geneva late 


in October, at a time when all tin price 


records were being broken, but  ad- 
journed after four weeks without reach- 
ing agreement. The failure of the con- 
ference apparently reflected differences 
between the views of the United States, 
a major consumer, and those of the 
principal producing countries. 


TRADE OF HONGKONG WITH THE COUNTRIES IN EAST ASIA 


IMPORTS 
Value of Imports and Percentage of total 
Imports into Hongkong 


1949 


EXPORTS 
Value of Exports and Percentage of Total 
Exports from Hongkong 


1950 1949 1950 
Sources % of Total % of Total Destinations % of Total % of Total 

$ Trade $ Trade $ Trade $ Trade 

Burma obs 18,403,904 67 17,903.383 AT 17,976,756 17 23,318,447 .63 

1,862,132 .07 2,028,734 © 5,678,074 24 9,623,256 .26 

French Indochina ..... 21,508,457 -78 30,189,712 80 French Indochina ..... 19,654,104 84 22,602,526 -61 

India and Pakistan .., 90,346,595 3.28 261,763,979 6.91 India and Pakistan ... 88,175,003 1.64 154,817,903 4.17 

108,214,256 3.93 300,212,826 7.93 Malaya’ 240,042,182 10.35 542,795,840 14.61 

15,687,494 57 16,592,107 44 Philippines 103,736,143 4.47 82,545,312 2.22 

110,189,000 4.01 182,133,355 4.81 115,842,678 5.00 98,475,031 2.65 

Total South East Asia Total South East Asia 

405,219,946 14.73 890,921,866 23.52 596,773,469 25.73 1,056,899,949 28.45 
North China (incl. ! North China (incl. 

OE 233,996,191 8.51 355,740,833 9.39 Manchuria) .......+-» 287,594,271 12.40 677,204,476 18.23 
Middle China .......... 58,041,806 2.11 136,138,080 3.59 Middle China .......... 158,072,320 6.81 361,321,427 9.72 
South China .......... 301,453,817 10.96 366,072,050 9.66 South China .......... 138,985,325 5.99 422,616,375 11.37 
Beamem MOTOR ........0. 54,737,546 1.99 19,219,169 51 North Korea .......... 49,480,309 2.13 7,777,032 21 
South Korea .......... 37,180,346 1.35 22,970,836 . 61 South Korea .......... 74,342,313 3.20 23,028,614 .62 

Total North East Asia Total North East Asia 

Total Trade of Hongkong 2,750,201,801 100.00 3,787,661,653 100.00 Total Trade of Hongkong 2,318,795,377 190.00 3,715,552,373 100.00 


HONGKONG RICE IMPORTS 


RICE RECEIVED UNDER ALLOCATION FROM SIAM, BURMA, INDOCHINA AND EGYPT 


(In metric tons, nett) 


Siam 


Burma Indochina Egypt Total 
34,856.25 $2,924.45 8,869.70 sie 81,296.41 
58,095.24 * 26,257.85 15,619.62 4,646.01 109,972.71 
122,000.00 8,136.02 10,166.30 140,302.32 


HONGKONG VEHICULAR 
TRAFFIC 


Vehicles: 
December, 1950 

Cycles 1,087 
Public Hire Cars ......ccccsscese 288 
392 
Rickshaws (Private) 85 

Tricycles (Goods) ........ 801 
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ECONOMIC REVIEW OF INDIA 


SUMMARY 

During 1949, the Indian economy 
had stbstantially recovered from the 
communal disturbances and migrations 
of refugees that accompanied partition 
of the country in 1947. Unfortunately, 
however, old disputes with Pakistan 
continued to exert a drag on the In- 
dian economy and, after devaluation 
of the Indian rupee in September 1949, 
serious new differences centered 
around the exchange rate between the 
Indian and Pakistani rupees. 


The dispute over Kashmir continued 
throughout the year, diverting time 
and resources from economic develop- 
ment. Prior to devaluation of the In- 
dian rupee, Indo-Pakistan trade was 
restricted by Government trade bar- 
riers and by the after effects of partition. 
After devaluation, inter-Dominion 
trade declined rapidly and by the 
year’s end, the trade stalemate was 
virtually complete. 


Indian industrial production declin- 


ed by approximately 5 percent in 1949. 


The decline was heavily concentrated 
in jute goods and cotton textiles be- 
cause of the interruption in supplies 
of raw materials from Pakistan. Most 
other industries (including steel and 
cement) registered increases. The 
transportation bottleneck was substan- 
tially eliminated and labor relations 
improved. Nevertheless, most indus- 


tries continued to operate below in- 
stalled capacity. a 


There was little activity in the capi- 
tal markets or expansion of privately 
owned productive facilities during 
1949, and the Government’s efforts to 
borrow met with very limited success. 
There was some evidence, however, 
that the long-continued decline in 
security prices has ended. 


In April, the Prime Minister an- 
nounced g policy which is intended to 
promote foreign investment in India, 
as the volume of foreign investment 
since the achievement of independence 
has not been substantial. The great 
majority of applications sanctioned by 
the Government for new foreign in- 
vestment have come from the United 
Kingdom. There is an apparent trend 
toward fusion of Indian and foreign 
interests in single companies which 
may foreshadow the pattern of new for- 
eign investment in India. 


Progress was made during the year 
on Government-sponsored fertili- 
zer plant, locomotive plant, and certain 
of the multipurpose river-valley pro- 
jects. The International Bank granted 
loans for railway equipment and land 
reclamation and further loans were ex- 
pected. The Government entered into 
agreements with foreign firms for assis- 
tance in the construction and operation 
of plants to produce communications 
cable, steel railway coaches, machine 


tools, and drugs, The Government also 
employed foreign firms to undertake 
surveys for additional steel plants, a 
heavy electric-equipment industry, and 
an electronics industry. 


In September, the Government was 
confronted with a financial crisis. In 
addition to the planned deficit in the 
capital budget, a large deficit threaten- 
ed in the revenue budget. The whole- 
sale price level rose to a new postwar 
peak, and the threat of rising prices 
was increased by the need to restrict 
imports drastically during the July- 
December period and by devaluation 
of the rupee in September. To cope 
with this situation, the Government 
launched a drive to reduce Govern- 
ment expenditures and retail prices of 
essential commodities. By the end of 
December, wholesale prices had de- 
clined to the level of a year earlier 
and the prospect was that the fiscal 
year would end on March 31, 1950, 
with the revenue budget approximate- 
ly in balance and the deficit in the 
capital budget substantially reduced. 


In the field of foreign trade, pro- 
blems centered around the need to 
cope with a high excess of imports 
which developed because of declining 
exports and a large increase in imports 
from soft-currency areas. The July- 
December import licensing regulations 
contained drastic restrictions on im- 
ports from both hard and soft-currency 
areas. The import surplus réached a 
peak in May and declined thereafter. 
With some improvement in exports, 
there was a surplus of exports over 
imports in November and December. 


During 1949, the railways became 
able to handle virtually all ‘the traffic 
which was offered and the system of 
was substantially aban- 

oned. 


The labor situation was essentially 
stable during 1949, although unem- 
ployment and industrial strife increas- 
ed somewhat over 1948. By year’s end, 
wage earners’ cost-of-living indexes 
for most industrial cities were at ap- 
proximately the same levels as a year 
earlier. 


In spite of better crops in 1949, it 
was necessary to import large quanti- 
ties of food grains to meet the require- 
ments of deficit areas. These imports, 
a large part of which came from the 
dollar area, were a heavy drain upon 
available foreign exchange and em- 
phasized the need for self-sufficiency 
in food grains. Increased emphasis was 
placed on the Grow-More-Food Pro- 
gram in order to achieve selfsufficiency 
by the end of 1951. Several Provinces 
enacted legislation to enable tenants 
to acquire title to land now held by 
zamindars (a widely prevalent type of 
landowner), but the problem of raising 
funds to compensate the zamindars 
remained unsolved. 


AGRICULTURE 

Outstanding agricultural develop- 
ments in 1949 were (1) better crops, 
due chiefly to better distribution of 
rainfall, (2) more extensive food 
rationing with the help of larger food~ 
grain imports, (3) the stimulating 
effect of devaluation of the Indiam 
rupee on agricultural exports and the 
stifling effect of devaluation on further 
purchases of food grains from hard- 
currency countries, (4) the throttling, 
of cotton and jute imports from Pakis~ 
tan after dévaluation by India, and (5) 
the impetus which this development 
provided toward the expansion of cot- 
ton and jute production in India. 
Land-reform legislation by several 
Provincial and State Governments: 
opened the way for other significant 
developments in subsequent years. 


‘Good crops of wheat and grain were 
harvested in the spring of 1949. 
Autumn harvests of rice, jowar (grain. 
sorghum), millets, and corn were 
cidedly better than in 1948. Total food- 
grain production in 1949 was probably 
z,000,000 tons (approximately 4 per- 
cent) greater than in 1948. Good crops 
were also in prospect for the winter 
and spring harvest of 1949-50 except 
in southeastern Madras, which was 
drought-stricken. 


The Grow-More-Food Program was 
pushed at all levels in 1949 from the 
Prime Minister down to the village, 
although it still touches relatively few 
farmers. The Government of India has 
announced that its goal is to make 
itself independent of food-grain im- 
ports after 1951. Targets for increased 
production were set for each Province 
or State. These targets for 1949-50 
were expected to be met since in most 
areas prospects were favorable for 
good harvest. Increased production iz 
the 1949-50 crop year will probably 
cancel the 3,000,000-ton loss of 1948-49. 
and perhaps provide some net gain. 
The following types of short-range 
projects are intended to increase food- 
grain production quickly; (1) Cons- 
truction of minor irrigation works, 
such as surface wells, tanks, and dit- 
ches; (2) land development and im— 
provement, such as contour ridging;. 
terracing, and drainage of marshes}. 
(3) distribution of improved seeds; ¢4) 
use of green manures, oilcdkes, and: 
other indigenous materials to improve” 
fertility; (5) promotion of the use of 
composed farmyard manure and town: 
refuse; (6) distribution of chemical’ 
fertilizers; and (7) protection of crops’ 
against insects, diseases, and animals.. 
There is a great shortage of local: 
workers to promote these improve—- 
ments. 


In addition to the short-range pro- 
jects, the Government proposes to re- 
claim large areas of land which have 
gone out of cultivation because of the 
encroachment of Kans grass. New land 
will be brought under cultivation by 
irrigation projects and by malarial 
control. The irrigation projects wilk 


~4 
— 
4 
4 
> 
¢ 
“4 
4 


» 


+ 


242 FAR EASTERN ECONOMIC REVIEW March 
also permit additional areas to produce After devaluation, India made no pur- on devaluation, the Indian rough 


two. crops instead of one. According to 
various estimates, there are 6,000,000 
acres of quickly reclaimable land in 
addition to 40,000,000 acres of good 
rice land in malaria-infested areas for 
ultimate development. In 1949, the In- 
ternational Bank granted a $10,000,000 
loan to India for the purchase of 375 
tractors for the control of Kans grass. 
The eradication of Kans grass was car- 
ried on in 1949 by the Central Tractor 
Organization of the Government of 
India, which has already reclaimed 
about 105,000 acres, mostly with war- 
surplus tractors. About 180 of the pro- 
posed total of 375 tractors were pur- 
chased in 1949. Construction of canals 
and irrigation projects in conjunction 
with several hydroeletric projects was 
under way and ambitious plans for 
additional irrigation projects are 
awaiting funds. Food-grain rationing, 
as well as local procurement, had been 
partially discontinued during 1948 but 
it soon became apparent to the Gov- 
ernment that derationing was pre- 
mature. 


“Compulsory procurement of food 
grains for use in meeting ration re- 
‘quirements was more generally in force 
in 1949. The target set for the year was 
4,600,000 tons and just short of this 
amount was actually procured. During 
1949 rationing was extended until 
about 43,000,000 people in urban areas, 
out of a total population of approxim- 
ately 350,000,000, were receiving full 
rations, and nearly 100,000,000 of the 
rural population in deficit areas were 
receiving partial or part-time rations 
of food grains. Only food grains and 
sugar were rationed. To maintain 
rationing, India used about 8,000,000 
tons of food grains in 1949; slightly 
more than 4,000,000 tons were procur- 
ed locally and about 3,600,000 tons 
were imported. These quantities were 
considerably larger than in 1948. ‘The 
basic plan for the Central Govern- 
ment’s future allocations of Indian 
food grains, and of imported grains in- 
sofar as necessary, for rationing pur- 
poses provides for 2,320,000 tons in 
1950, 1,773,000 in 1951, and 1,323,000 in 
1952. India signed the International 
Wheat Agreement in 1949 and agreed 
to purchase 1,000,000 tons (38,287,000 
bushels) of wheat each year for the 


mext 4 years. Australig is the principal 
Supplier. 


Indian agriculture was sharply affect- 
ed by the devaluation of the rupee in 
‘September 1949. Imports of food grains, 
jute, cotton, and agricultural machin- 
éry and supplies from dollar areas or 
mondevaluing areas were either stop- 
‘ped or curtailed. Devaluation gave 
added impetus to the Grow-More-Food 
Program by emphasizing the impor- 
tance of attaining self-sufficiency in 
food grains. Pakistan’s decision against 
devaluation meant that prices of 
Pakistan commodities were increased 
in terms of Indian rupees. Jute, cotton, 
and food grains were the principal 
agricultural commodities affected. 


chases of these 
Pakistan. 


Exports of agricultural products 
were benefited by devaluation. Before 
devaluation, India was being priced 
out of world markets for cotton, jute 
goods, and oilseeds. After devaluation, 
Indian prices became competitive. 
Indian short-staple cotton was in de- 
mand and peanuts could again com- 
pete in export markets. Burlap prices, 
however, remained ‘high, 


commodities from 


Food Grains and Pulses 

Food grains comprise over three- 
fourths of India’s crop acreage and ap- 
proximately the same proportion of the 
Indian liet. If allowance is made for 
about 3,500,000 tons of pulses, which 
are officially unreported, and possibly 
2,000,000 tons of all kinds of grains 
produced in nonreporting areas, the 
total production of food grains and 
pulses in. 1948-49 was about 47,000,000 
tons. The total production of food 
grains and pulses for the 1949-59 crop 
year is anticipated to be 3,000,000 or 
4,000,000 tons greater than in 1948-49. 
This increase is due chiefly to good 
weather during the growing season. 


Cotton 


Cotton production in 1948-49 twas 
one of the lowest on record. Accord- 
ing to usually reliable trade estimates, 
production was 2,400,000 bales (392 
pounds net weight), as compared with 
the preceding year’s production of 
3,120,000. bales. Cotton acreage has 
shown little increase in the past few 
years, partially as a result of the 
Government’s Grow-More-Food Pro- 
fram, 


[The shortage of domestically pro- 
duced cotton was the basis for a de- 
mand by the cotton mills for increased 
domestic output. A production taget 
which allowed for an increase of 500,- 
000 bales was projected for the 1950- 
51 season. is increased production 
would be accomplished by adjusting 
ceiling prices so as to make cottan as 
remunerative as food grains and oil- 


Cotton consumption for 1948-49 was 
estimated at 3,624,000 bales of domes- 
tically grown cotton and 703,000 bales 
of imported cotton. Imports of cotton 
for the year ending August 31, 1949, 
totaled 1,026,678 bales, with Pakistan 
and Egypt the main suppliers. Early 
in the season, India and Pakistan 
reached an agreement to exchange 
textiles for cotton. Devaluation led to 
arrangements to obtain supplies of 
Similar cotton from other sources. 
Shortly after devaluation, foreign ex- 
change was made available for the 
import of a minimum of 800,000 bales 
of foreign cotton—mainly from East 
Africa, Egypt, Brazil, and the United 
States (California). 

Virtually all Indian cotton exports 
are of the short-staple type used pri- 
marily in blanket, mattress, and 
upholstery manufacture. Consequently 


short-staple cotton became the cheapest 
in the world and prices advanced with 
increased demand from foreign buyers, 
principally the United States and 
Belgium. In November, the export 
duty on cotton was raised from 40 
rupees per bale to 100 rupees. A quan- 
titative ceiling on cotton exports was 
imposed on December 14, 1949. For the 
year ending August 31, 1950, not more 
than 200,000 bales will be licensed for 
export. 


At the end of 1949, the textiles situ- 
ation became critical because of a 
shortage of cotton. There had been a 
crisis early in the year when the mills 
experienced a glut of certain qualities 
of cloth. The mills held large invest- 
ments in cloth and some mills threa- 
tened to close. The Government then 
relaxed the regulations as to quality 
so that many mills were able to shift 
to longerstaple imported cotton and 
produce finer counts which were in 
demand. Unfortunately, many of the 
mills were unable to shift their pro- 
duction, because of old equipment and 
inadequate finances, and continued to 
manufacture cloth which consumers 
were not buying. By Austust 1, the 
accumulation of low-quality cloth had 
forced a number of mills to reduce the 
aumber of shifts and some mills to 
close temporarily: By the end of 1949, 
these stocks were somewhat dissipat- 
ed and the situation changed from a 
problem of excessive stocks of cloth 
to a shortage of cotton. 


Jute 


The jute industry was adversely 
affected by a combination of factors in 
1949. Devaluation of the rupee and the 
trade dispute between India and 
Pakistan, along with various actions 
taken by each of these Governments to 
regulate prices and trade, contributed 
to placing the jute industry in a pre- 
carious position in world trade. Pakis- 
tan is the main source of raw jute and 
imports dwindled to the vanishing 
point. The Indo-Pakistan agreement ox 
May 1948 called for shipment of 
5,000,000 bales (1 bale=approximately 
400 pounds) of raw jute by the end of 
June 1949, 


Jute production in India was 0o,,,- 
cially reported at just over 2,000,uvu0 
bales for 1948-49 on a _ total of 
765,000 acres. It is anticipated 
that 2,500,000 to 3,000,000 bales will 
be produced in 1949-50 and the 
Government plans to achieve self- 
sufficiency by producing 6,000,000 
bales by 1951-52. Imports of jute from 
Pakistan in the fiscal year 1948-49 
(July-June) were slightly over 4,000,- 
000 bales. 


Export quotas were on raw jute— 
first to soft-currency countries and 
then to hard-currency countries, the 
United States share for 1948-49 being 
50,000 tons. Total exports of jute goods 
for the 12 months ended March 1949 
amounted to 935,630 long tons valued 
at 1,463,000,000 rupees. Raw jute ex- 
ports were 212,760 long tons valued 
at 239,000,000 rupees. 
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‘Tea 

Production records were established 
in 1949 by both north and south Indian 
tea estimates. The output was 575,000,- 
000 pounds. As permitted by the Inter- 
national Tea Agreement, India in- 
creased the tea area by 31,008 acres. 


Exports of tea during 1949 increased 
in both volume and price. The bulk- 
sale system to the United Kingdom 
was continued in 1949 and in the fiscal 
year nearly 294,000,000 pounds were 
sent to the United Kingdom under this 
plan. Dollar-area exports were par- 
ticularly encouraging in 1949. Devalu- 
ation is expected to provide an oppor- 
tunity for increased exports to dollar 
areas. Domestic consumption of i«.: 
has risen and it is estimated that the 
Indian people will consume 160,000,000 
pounds in 1949-50 as compared with 
about 120,000,000 in 1947-48. 


‘Oilseeds | 

Increased peanut acreage and a large 
1949 crop followed the poor crop of 
1948 (3,100,000 tons, in shell). Lack of 
statutory control over peanut prices, 
as against price ceilings for food grains 
and cotton, was an incentive to in- 
crease acreage. Exports of peanuts and 
peanut oil dropped considerably in 
1949. India almost priced itself out of 
the world markets. Increased con- 
sumption of peanuts, especially by the 
vanaspati (cooking oil) industry, left 
an exportable surplus of only 100,000 
tons in terms of oil. 


Rape, mustard and sesame seed pro- 
duction is about 1,000,000 tons; flax- 
seed production around 400,000 tons; 
and castorseed about 100,000 tons. 
There was a steady demand for sesame 
oil for household uses as well as for 
use in the manufacture of vanaspati. 
Exports of sesame seed and oil were 
prohibited in 1949, Castor beans and 
oil could be freely exported in 1949 
but foreign interest was relatively 
small at the prices quoted. 


Livestock 

Although beef is never eaten by 
Hindus, India has over 200,000,000 cat- 
tle and buffaloes. Cows produce bul- 
locks for draft purposes and a little 
milk; buffaloes are used mostly for 
milk production. Although the cattle 
are generally underfed and undersized 
and many are useless, they cannot be 
killed. The surplus cattle compete with 
people for the use of land but laws and 
orthodox beliefs generally prevent 
their slaughter. Some progress is being 
made in cattle breeding and dairy- 
herd improvement. 


Milk production from cows, buffa-— 


loes, and goats totaled about 482,000,- 
000 maunds (1 maund equals 82.28 
pounds) for human _ consumption. 
Milk is an important part of the diet 
in India, although daily consumption 
is generally only 3 to 5 ounces per 
person. 


Egg production in 1949 was estimat- 
ed to be 3.4 billion eggs from a laying 
hen population of around 52.2 million. 


The average egg production per hen — 


was very low and the egg size small. 


The Government has made efforts to 
improve the quality of the laying 
flocks but egg production has been 
mainly a small-farm or family enter- 
prise and the difficulty in obtaining 
grain and the low price for eggs in 
rural areas have deterred widespread 
improvement, 


Wool 


Annual production of East Indian 
wool is estimated at 54,500,000 pounds. 
The chief wool-producing centers are 
located in the northwest. Madras has 
the largest number of sheep but pro- 
duces only 4,500,000 unds of wool, 
most of which is pulled wool. 


Wool prices increased to record levels 
following devaluation, mainly as a re- 
sult of a wave of buying by the United 
States. Exports of Indian wool, 30,500,- 
000 tons in the fiscal year 1948-49, go 
mainly to the United Kingdom and to 
the United States. During the year, the 
Government made new efforts to im- 
prove the, grading and standardization 
of wool. 


Sugar 

Production of sugar in terms of gur 
(jaggery) in 1948-49 receded to 5,000,- 
000 acres. Refined sugar production 
was 1,000,000 tons although the rated 
mill capacity is 1,500,000 tons. India 
began the fiscal year with a 200,000- 
ton carry-over, but it was doubtful if 
there was a carry-over at the end of 
the year. 


In 1949 an acute sugar shortage 
arose. Prices soared and sugar was 
again rationed. The shortage was the 
result of a greater demand for sugar 
as purchasing power was up and prices 
had previously been lowered. Cane 
sugar and gur can be freely exported, 
but prices are much too high for the 
world market. Even with a high pro- 
tective import duty in effect, 10,500 
tons of sugar, the largest since 1939-40, 
were imported during the fiscal year. 


Coffee 


Coffee production in 1948-49 (July- 
June) was 22,300 tons. With the in-~ 
crease in acreage, particularly Robusta 
varieties, production in 1950-51 is an- 
ticipated to be as high as 30,000 tons. 


received higher prices in 


Cashew 
Exports of cashew kernels reached 
18,285 tons (valued at 49,300,000 


rupees) in 1948-49 and over 80 percent 
went to the United States. During the 
same period India imported 42,827 tons 
(valued at 15,300,000 rupees) of 
cashew nuts from East Africa for 
shelling. 


Pepper 

Pepper production averages 25,000 tons 
from an estimated 230,000 acres in 
south India. Prices in 1949 set new 
high levels, owing mainly to the 
absence of competition from Indonesia 
and the effects of devaluation, Exports 
mainly to the United States and United 
Kingdom, moved up sharply in 1949. 


INDUSTRIAL DEVELOPMENTS 


Increased output in 1949 in a num- 
ber of industries (including steel, 
cement, coal, and paper) was probably 
more than offset by declines in jute 
goods and cotton textiles. The Eastern 
Economist anticipates q decline of ap- 
proximately 5 percent in its over-all 
index of industrial production since, 
because of their relative importance, 
jute goods and cotton textiles together 
account for 57 percent of total weights 
assigned in the index. (The official 
index has been discontinued pending 
revision in the method of compilation.) 


With reference to year-end state- 
ments from officials and the press 
which implied that the problem of 
production is being solved, the Eastern 
Economist commented that “The coun- 
try should be warned that it is doing 
worse than last year, not (told) that 
it is doing better. And it must be told 
that, if this stagnation continues, our 
standard of life cannot be maintained.” 


The outlook for industrial produc- 
tion in 1950 is vitally affected by the 
present deadlock in  Indo-Pakistan 
trade. Stoppage of the flow of raw 
cotton and jute from Pakistan because 
of the dispute over the exchange rate 
means that two of India’s principal 
industries—jute manufactures and 
cotton textiles—continue to be threa- 
tened with inadequate supplies of raw 
materials. This threat is much greater 
in the case of jute since India’s depen- 
dence on Pakistan for raw cotton. is 
of much lesser magnitude and there 
are alternative sources of cotton. It 
should be noted, however, that alloca- 
tion of additional foreign exchange for 
cotton purchases may necessitate a 
reduction in raw material imports for 
other industries. 


Production in Leading Industries 


Jute products.—Output in 1949 has 
been estimated at 923,000 tons as com- 
pared ‘with 1,091,000 tons in 1948. Even 
before devaluation of the rupee, re- 
duced purchases of raw jute from 
Pakistan caused the Indian mills to 
adopt shorter working schedules. 
Devaluation in September (and Pakis- 
tan’s decision against devaluation) 
brought about a standstill in the 
movement of Pakistan jute to India. 
Production of raw jute in India 
amounts to about one-third of total 
requirements and it is proposed to in- 
crease production as rapidly as pos- 
sible to attain self-sufficiency. Jute and 
jute products are by far the most im- 
portant category of exports, accounting 
for approximately 39 percent of total 
exports (by value) in both 1947-48 
and 1948-49. Jute products alone ac- 
counted for over half of India’s hard- 
currency earnings in 1948. 


Cotton textiles—Production of mill 
cloth in 1949 was approximately 
3,900,000 yards as compared with 1948 
production of 4,319,000,000. Yarn pro- 
duction in 1949 was approximately 
1,356,000,000 pounds as compared with 
1,448,000,000 in 1948. Prior to inter- 
ruption in supplies of raw cotton from 
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Pakistan, the causes of declining pro- 
duction were controversial. The trade 
was inclined to attribute the decline 
largely to reimposition of controls in 
July 1948 — control of production, 
prices and distribution. Accumulation 
of stocks led to the closing of some 
mills. After devaluation of the Indian 
rupee and Pakistan’s decision against 
devaluation, the industry’s difficulties 
were greatly increased. Pakistan’s 
purchases of Indian cloth, which ac- 
counted for nearly two-thirds of 
India’s exports of 400,000,000 yards in 
1948, came to an abrupt end, and the 
stoppage of raw-cotton imports from 
Pakistan has confronted India with the 
problem of finding other sources of 


supply. 


‘Steel.—Annual capacity is 1,264,000 
tons. Production in 1949 is estimated 
at 925,000 tons against 854,000 in 1948. 
Just over 700,000 tons represented the 
output of Tata Iron and Steel Co., Ltd., 
the remainder being produced by the 
Steel Corporation of Bengal and the 
Mysore Iron Works. Since most im- 
ported steel required hard currencies, 
imports have been drastically restrict- 
ed, and there is a large volume of un- 
satisfied demand. The Government 
proposes to build two new plants of 
500,000-ton capacity each if financing 
can be arranged. 


Cement.—lInstalled capacity is 2,800,- 
000 tons. Production in 1949 is estimat- 
ed at about 2,000,000 tons, against 
1,550,000 in 1948. ‘The improvement is 
attributed partly to establishment of 
three new factories with a _ total 
capacity of 250,000 long tons annually 
and partly to the marked improvement 
in the transport situation since July. 


Paper.—There are 15 mills in India 
with an installed capacity of 110,000 
tons. Production in 1949 is estimated 
at 103,000 tons, compared with 97,000 
tons in 1948. 


Production in 1949 


amounted to roughly one-half of es- 
timated consumption, 
no newsprint, but a mill is being in- 
stalled in the Central Provinces. An- 
nual requirements of nearly 54,000 
tons of newsprint are imported from 
Canada. 


As indicated in table 1, other 
industries in which production in- 
creased in 1949 were Diesel engines, 
electric motors, transformers, dry cells, 
refractories, sewing machines, hurri- 


cane lanterns, caustic soda, superphos- 


phates, and cycle tires and tubes. 
Industries in which declines were re- 
gistered in 1949 were electric fans, 
woolen manufactures, | plywood, ma- 
chine tools, soda ash, and alcohol. Pro- 
duction of auto batteries and enamel- 
ware was maintained at approximately 
the 1948 level. ° 


Industrial Policy 

The Central Government announced 
its industrial policy on April 6, 1948. 
Industries were classified according to 
the degree of proposed state control 
and participation. To implement this 
policy, the Industries (Development 
and Control) Bill, 1949, was 
introduced on March 23, 1949, and 
referred to a Select Committee. 
For a list of 24 major industries, 
the proposed law give 
the Central Government sweeping 
powers of regulation. All existing 
establishments in the enumerated cate- 
gories would be required to register 
and no new undertakings would be 
permitted without a license. The Gov- 
ernment would have complete discre- 
tion to permit or deny the establish- 
ment of new undertakings and the ex- 
pansion or contraction of existing un- 
dertakings, and to take Over manage- 
ment or control of existing undertak- 
ings. The purpose of the proposed 
law is to channel the planned economic 
development of the country along 
sound and balanced lines. 


Table 1.—India’s Installed Capacity and Production, Various Industries, 1948-49 


Installed Production 
Item and unit capacity 1948 1949 

Diesel engines .........+.-. units .. 4,600 1,025.00 2,048.90 
Auto batteries ............ eae 268,200 110,000 110,970 
motors os we hp. . 200,000 60,000 69,547 
Kv.-a. .. 225,000 81,973 103,133 
fans anes units .. 300,000 180,000 164,820 
million units .. 187 124 149 
Woollen manufactures .. million lb .. 30 24 20 
Piywood .....scses million sq.ft. .. 100 53.73 45.69 
Refractories tons .. 254,000 189,124 210,780 
Enamelware ...... million pieces .. 25 6.80 6.70 
Machine tools ... value in rupees .. _— 5,472,640 4,956,610 
Sewing machines .......... units .. ~—— 20,019 31,190 
Hurricane lanterns ....... peaparen 1,700,000 978,599 1,760,180 
Caustic' soda ...... tons .. 17,630 4,383 6,278 
meee ... do 54,000 29,150 17,918 
Superphosphates ......... do 97,740 21,358 43,250 
Tires and tubes: 

Sor cycles. units .. 12,000,000 7,160,000 ~7,740,199 

Alcohol, industrial and power 

gallons .. 10,000,000 8,400,000 7,100,000 


India produces. 


Policy on Foreign Capital 

On April 6, the Prime Minister an- 
nounced the Government’s policy re- 
garding foreign capital. After noting 
that available Indian capital is insuf- 
ficient for the rapid economic develop- 
ment of the country and that in many 
cases necessary technical knowledge 
can best be obtained along with for- 
eign capital, the statement made the 
following commitments concerning 
treatment of foreign enterprises: No re- 


strictions or conditions would be impos- . 


ed which would not be applicable to 
similar Indian enterprises. Foreign firms. 
would be accorded such remittance 
facilities for current profits and re- 
patriation of capital as the foreign- 
exchange position would permit. Im 
case of expropriation, fair and equit- 
able compensation would be paid and 
reasonable facilities would be provid— 
ed for remittance of the proceeds. Al- 
though, as a rule, majority control of 
all undertakings should be in Indian 
hands, each case would be considered 
on its merits and the Government would 
be prepared to approve arrangements 
in which it appeared that the national 
interest would be served by allowing” 
foreign control for a designated period. 
In such cases, the Government would 
attach vital importance to the employ- 
ment and training of Indians for posts 
requiring technical skill and experi- 
ence. 


Foreign Investment 

From January 1948 to November 
1949, the Government approved 66 ap-— 
plications from foreign investors to 
establisn industries in India, mostly in 
partnership with Indian capital. The 


total capital involved was- 220,000,000 


rupees ($46,000,000), of which proposed 
foreign investment was about 62,000,000 
rupees ($13,000.000). The great ma- 
jority of the applications received and 
sanctioned were from the United King-. 
dom. About 10 percent were from 
hard-currency areas, 


There has probably been no large- 


scale liquidation of British assets in_ 


India as a result of independence. The 
recent official census of foreign assets, 
analysis of which is near completion, 


is expected to show that approximate--. 


ly 80 percent of foreign assets are Bri- 
tish-owned. However, there has been 
a considerable fusion of British and 
Indian interests in old and new con- 
cerns, 


tate Trading 


October, a Committee was set up 
to advise the Government regarding 


the establishment of a state-owned or- 


state-sponsored organization to handle 
any sector of the country’s foreign 
trade. The Committee prepared a ques- 
tionnaire which was issued to chambers 
of commerce, trade associations, and 
economists. Press reaction to the pro- 


posal was preponderantly condemnatory.. 


By the end of the year, Committee hear- 
ings were still in progress. 
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MINERAL PRODUCTION 

Both domestic and export demand for 
minerals continued to be heavy in 1949. 
Rupee prices rose for several of the 
principal mineral and certain metal 
commodities. Production costs. also 
continued to rise Owing to several fac- 
tors, among which the downward trend 
of output per worker in mineral and 
metal industries was emphasized by 
spokesmen for those industries. Out- 
put of most of the important mineral 
items remained near 1948 levels of pro- 
duction according to preliminary 11- 
month returns. Exports of magnanese 
ore and of a few other strategic 
minerals improved over the 1948 per- 
formance, reflecting in part the effec- 
tive working of export licensing, 
coupled with rail priorities and petrol 
quotas assigned by the Central Gov- 
ernment, Toward the end of the year 
India decided to turn to sterling-area 
resources Of petroleum as a dollar-sav- 
ing measure. The search continued for 
additional domestic sources of petro- 
leum and other scarce minerals. New 
mining and petroleum rules placed the 
terms of concessions on a uniform basis 
throughout the country. 


Trends in Production and Trade 

Tentative official figures show that, 
during the first 11 months of 1949, In- 
dia produced 60,646,269 imperial gal- 
lons of crude petroleum (compared 
with 65,607,982 in 12 months of 1948); 
28,578,304 tons of coal (compared with 
the 12-month output of 30,124,175 in 
1948); 399,229 tons of hard coke; and 
904,940 tons of soft coke. Salt output, 
which was expected to reach 70,700,000 
maunds, surpassed the reeord 1948 out- 
put by 10 or 11 percent. 


Gold ore was down, owing to a strike 
which lost 1 month’s output of the 
principal producer; but the cancellation 
of the heavy gold duty by the Mysore 
Government brought bcnefit to the in- 
dustry during the year. Copper ore 
output was satisfactory. Bauxite, of 
which substantial additional resources 
were reported, met the growing re- 
quirements of the Indian abrasives en- 
terprises as well as of the still rather 
small Indian aluminum industry. 
Magnesite output was said to be ade- 
quate. Chromite and kyanite failed to 
reach the targets. Mineral sands con- 
taining ilmenite, rutile, monazite, and 
other minerals claimed public notice 
when, about midyear, the Travancore- 
Cochin State Government took over 
the operations of one of the formerly 
ljarge producers in Travancore. 
Ilmenite output apparently satisfied 
export requirements. 


The Indian Atomic Energy Commis- 
sion announced that, with the technical 
collaboration of a French concern, a 
small plant would be set up in India to 
manufacture thorium nitrate and 
cerium and other salts from Indian 
monazite. The Commission also in- 
dicated its intention to watch over dis- 
posal of minerals mined with monazite 
in the mineral sands, 


Mica output in 1949 was very sen- 
sitive to the United States Federal 
stock-pile policy. ‘Standard cOmmer- 
cial specifications for mica were draft- 
ed by the Indian Standards Institution. 
Among minor minerals, china clay and 
other ceramic materials, phosphatic 
nodules, vermiculite, asbestos (for use 
in “cement sheets”), and a few other 
items are said to be increasing in out- 
put. Figures for iron ore,  buildirg 
stone, natural mineral construction 
materials, metallurgical fluxes, and road 
metal have not yet been released. 


Several metal outputs showed steady 
if unspectacular progress. Aluminum 
with 3,490 tons, copper with 6,390 tons, 
and lead with 593 tons for the 12 
months displayed higher out-turns than 
before, though far below Indian re- 
quirements which continued to be 
made up by imports. Antimony, de- 
pressed by stagnant market’ con- 
ditions, came only to 100 tons. Gold 
metal, with 160,992 fine Ounces, was 
down from the 1948 figure because of 
a l-month strike. In the first 9 months 
of 1949, pig-iron output reached 
1,119,890 tons; steel ingots, 978,680; 
semi-finished steel, 804,710; and finish- 
steel, 752,770. 


Production costs rose in many In- 
dian mineral and metal industries, The 
rises appear to have been offset by 
higher rupee prices. Obsolescence of 
equipment, lack of adequate technical 
supervision, increased transportation 
costs and prices of tools and mate- 


rials, heavier overhead, additional 
taxes, and greater labor costs con- 
tributed to rising costs. In con- 


nection with the rising wage standard, 
representatives of the Indian coal, gold, 
manganese, and iron and steel indus- 
tries have pointed to the downtrend in 
labour productivity. Modernization of 
plants and a larger degree of mechani- 
zation were indicated by some spokes- 
men to be a remedy that must be ap- 
plied, although social and _ possible 
political pressure may force deferment 
of this remedy in instances where dis- 
placed workers cannot be absorbed 
elsewhere. The steel industry spokes- 
men, accounting for the below-capacity 
output, claimed that, although inland 
transport had undergone improvement 
in 1949, it was. still inadequate to 
handle incoming and outgoing materials 
at a schedule that would enable capa- 
city operations. Railings in ‘the first 
11 months were stated as follows: Coal, 
25,422,717 tons; hard coke, 386,645 tons; 
soft coke, 942,691 tons. 


Block mica exported overseas in the 
first 11 months amounted to 6,436 hun- 
dredweight of 112 pounds each, and 
splittings to 145,946 hundredweight. 
Preliminary figures for the full year in- 
dicate that about 611.000 tons of man- 
ganese ore were exported to all des- 
tinations. The United States received 
about 406,000 tons; a substantial im- 
provement over the 1948 performance. 
Chromite and kyanite failed to meet 
export goals. Ilmenite and magnesite 
continued to meet foreign customers’ 
requirements. Interest by buyers on 


Japanese and other accounts was dis- 
played in Indian iron ore. 


India was a relatively heavy importer 
of petroleum and _ petroleum products 
and of items of steel, copper, and other 
metals and alloys, 


Investigations and Proposed Develop- 
ment Projects 

At the Indian Defense Science Con- 
gress held in New Delhi in April, at- 
tention was directed to India’s mineral 
deficiencies and means to offset them. 
Emphasis was put on the liquid fuel 
position, which it was suggested should 
be remedied by synthetics and petro- 
leum_ substitutes, and on the basic 
chemical raw materials position. 


The Central Government named a 
well-qualified Coal Committee to re- 
survey the metallurgical coal reserves 
and to recommend measures for con- 
servation and proper utilization. 


Under the auspices of the Council 
of Scientific and industrial Research 
(Government of India), investigations 
were made toward the manufacture of 
copper-bronze alloys and aluminum- 
titanium alloys. Standards were work- 
ed out in the Indian Standards In- 
stitute for 2 number of Indian-made 
items, especially non-ferrous. The 
Council of Scientific and Industrial 
Research has taken in hand the analy- 
sis and standardization of raw materials 
for the glass and Indian ceramics in- 
dustries. 


The search for additional mineral 
reserves and new deposits was intensi- 
fied by the Geological Survey of India 
in its field programs, involving the 
examination of several hundred mineral 
sites during 1949. Additional bauxite 
and gypsum reserves were reported 
among other items. Additional man- 
ganese reserves were established by 
private companies, 


Governmental Regulations 

The Government issued new mineral 
concession rules and petroleum con- 
cession rules to supersede those former- 
ly in effect. The new rules specify 
the terms and conditions under which 
prospecting licenses, mining leases, and 
the like will be granted. 


Pending mining legislation comprised 
an Indian Mines Bill to supersede the 
Indian Mines Act, 1923, affecting labor 
and related matters, and a bill to 
establish a National Coal Commission. 


Objectionable features of Bihar’s 
Abolition of Zamindari Act were modi- 
fied, affecting the working of mineral 
concessions in that State. 


Indian Mineral Policy 

Articles continued to be published 
during 1949 which took the Indian 
Government to task for allegedly fail- 
ing to develop a mineral policy. Events 
which occurred during the year, how- 
ever, indicated that much of the In- 
dian mineral policy announced in 1947 
had been given at least partial effect. 
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Nationalization, i.e., state operation, 
of the Indian mineral industry (apart 
from that related to atomic minerals) 
Was considered to have receded in 
prospect during 1949. Official state- 
ments on general industrial policy and 
opportunities for private enterprise and 
foreign investment were interpreted by 
representative members of the Indian 
mineral industry community in that 
sense. Foreign and domestic investors. 
however, did not manifest much for- 
Wardness in response to these state- 
ments. It was stated in the Indian 
Parliament in December that a few 
foreign applications had been received 
in the metal-industry field. Some of- 
ficials were quoted during the year to 
the effect that private capital would 
probably not be forthcoming and that 
the state should take the initiative. 


FINANCIAL DEVELOPMENTS 
Government Finance 

The budget submitted at the end of 
February 1949 for the fiscal year end- 
ing March 1950 abolished the capital 
gains tax, and reduced 
in the hope of encouraging investment, 
and reduced customs duties on raw 
materials for industry in an effort to 
encourage production. A balanced re- 
venue budget was proposed, with new 
sources of revenue in increased postal 
rates; increased duty on the import of 
luxury items; and increased excise 
duties on gasoline, betelnuts, sugar, 
tires, and cotton cloth. The capital 


budget contemplated a deficit of 1.34 


billion rupees, though expenditures 
anticipated in the capital section were 
60 percent smaller than those of the 
preceding fiscal year, 


By September, the Government was 
considering measures to cope with what 
Was generally referred to as a financial 
crisis. Two related factors were the 
basis for concern: (1) The threat of a 
large deficit in the revenue budget, and 
(2) a further rise in prices. The 
threatened budget deficit was attribut- 
ed to a decline in customs receipts (be- 
cause of the restrictions on imports) 
and prospective decline in income tax 
yields. 


A rigorous retrenchment drive was 
inaugurated with the intention of re- 
ducing total expenditures for the year 
ending March 31, 1950, by 400 million 
rupees. Both administrative expenses 
and allocations for development pro- 
jects were cut. The salaries of Central 
Government employees receiving more 
than 3 thousand rupees per month. were 
reduced and those receiving less than 
this amount were obliged to subscribe 
to a scheme of compusory savings. 
(Most provincial governments also re- 
duced salaries and required employees 
to subscribe to compulsory savings). 


The method utilized to meet the 
Operating deficits which occurred dur- 
ing the year was to draw upon the 
balances of the Government of India 
held on deposit with the Reserve Bank. 
From January to August, these balances 
declined by 624 million rupees, After 


income taxes 


August, these Lalances began to rise. 
To the extent that Government deposits 
built up during the war are withdrawn, 
the effect is inflationary, The Banking 
Department of the Reserve Bank holds 
these deposits and, as they are with- 
drawn, notes held in the Banking De- 
partment are released into active cir- 
culation. 


The only loan operations during the 
calendar year were the issue of the 
2%-percent 1955 and 2%4-percent 1962 
loans on July 11, both in conversion of 
the 3-percent 1949-52 loan, These opera- 
tions totaled 670 million rupees and did 
not raise any new capital for Govern- 
ment projects. Government loan 
operations during the last 2 years have 
been smaller than those of the war 
years and smaller than those planned 
at the time of budget making, refiect- 
ing the fact that the Government, as 
well as the private investment market, 
has experienced difficult times. Among 
the Provinces, Bombay floated qa suc- 
cessful loan but United Provinces and 
Central Provinces, had to curtail their 
borrowing. 


Sterling and Dollar Position 


In the first 6 months of 1949, India 
had a deficit on current account of 724 
million rupees with the sterling area, 
495 million rupees with the dollar area, 
and 1,776 million rupees with all other 
areas combined. To discharge these 
deficits, the scheduled drawings from 
the sterling balances and their conver- 
sion into dollars for the year ending 


June 30, 1949, had to be increased, the _ 


former by £81 million (with the ex- 
pectation of a further release to cover 
commitments already incurred under 
the Open General License with the 
sterling area) and the latter by some 
$80 million. At the Indo-British 
sterling talks in mid-1949, these Over- 
drafts were honored and drawings for 
the 12 months ending June 30, 1950, 
were fixed at £50 million, of which 
£15 million was to be convertible 
into dollars. At the same time, India 
agreed, along with other sterling-area 
countries, to limit her imports from 
the dollar area to 75 percent of 
the 1948 level. This would mean, 
a reduction from $544 million, the 
value of Indian imports from the 
dollar area in 1948, to $408 million. 


In the second half of the year, India 
actually showed a small surplus on 
current account which preliminary 
estimates places at 350 million rupees. 
A drastic reduction in imports realized 
through the cancellation of the Open 
General License, delay in announcing 
import licensing policy, and the res- 
trictive nature of the import policy 
when announced made the surplus 
possible. 


By November 25, 1949, India’s block- 
ed sterling balances totaled £593 mil- 
lion as contrasted with the peak of al- 
most £1.3 billion after the end of 
World War II. 


In addition to the dollars earned by 
her exports and those made convertible 
from the sterling balances, India drew 
105 million rupees ($32. million) from 
the International Monetary Fund in the 
first 2 months of the year, compieting 
a drawing of 330 million rupees ($100 
million) during the year ending March 
1949. During the second half of the 
year, the International Bank for Re- 
construction and Development an- 
nounced loans for India of $34 million: 


for railway equipment (chiefly locomo- 


tives) and $10 million for tractors and 
agricultural reclamation. Another In- 
ternational Bank loan was under con- 
sideration at the end of the year. 


Devaluation 

On September 19, India devalued 
the rupee by 30.5 percent in terms of 
the dollar in order to retain the exist-— 
ing rate with the pound sterling. 


With devaluation, there was an auto- 
matic increase in the rupee price of 
such cOmmodities as nonferrous metals 
and petroleum obtainable only in the 
dollar area or price-based in the dollar 
area. Aided by additional export 
duties:on pepper, oilseeds, and jute 
goods, export prices rose generally so 
that, in several commodities of export 
to the United States, the full extent 
of devaluatiion was absorbed by the 
price increase in rupees. The  prin- 
cipal export advantage derived from: 
devaluation promises to be in the field. 
of cotton textiles, which now enjoy 
a price advantage over textiles from 
nondevaluing countries. 


‘The most grave development for 
India, arising out of devaluation was 
the trade deadlock with Pakistan which. 
is discussed in a separate section. 


Central Bank 


In 1949 the Reserve Bank of India 
completed its first year as a nationalized 
institution. As a privately owned bank, 
it worked in close collaboration with the 
Government of India and despite its na- 
tionalization it retains a measure of 
autonomy, 


By contrast with the United States 
where banking facilities are widely used, 
the volume of currency seems to be of 
more inportance in India than the 
volume of demand deposits. During 
1949, the two basic factors which ‘n- 
fluenced the volume of currency in cir-- 
culation were the import balance and 
the budget deficit. The import balance 
tended to reduce the volume of currency 
in circulation while the budget deficit. 
tended to cause an increase. 


The import surplus was financed by 
drawing against India’s sterling balances 
which are held as specific backing for 
the note issue. As the sterling balances 
were reduced, the note issue was re- 
duced but not by so great an extent; the 


‘Reserve Bank added Government of 


India securities as a backing for the 
note issue to cover a part of the gap left 
by the drawing down of the sterling; 
balances, 
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Commercial Banks 


In general, the 93 scheduled banks 
and their more than 3,000 branches ex- 
rerienved a year of gradual contraction 
in their demand and time deposits and 
loans. Demand deposits fell by 814 mil- 
lien rupees, time deposits by 278 mil- 
lion, and “advances” (loans) by 275 
million rupees. Since these compari- 
sons are made Over the span of 1 year, 
they conceal the great increase in “ad- 
vances” during the first half of the 
year. On May 6, “advances” reached 
a figure of over 5 billion rupees as 
contrasted with the year-end figure of 
less than 4 billion. The decline in de- 
mand deposits perhaps refiects a slight 
decline in business activity, a conciusion 
which has sOme support in a slight de- 
cline in the volume of check clearings. 


On large scheduled bank, engaged in 
both commercial and exchange banking 
with head offices in Bombay, went into 
liquidation on May 18 after a morator- 
ium of 1 month. The Government of 
India promulgated an ordinance on 
September 19 to amcad ire Banking 
Companies Act 1949, which Was de- 
signed to consolidate and amend pre- 
vious laws and to regulate and promote 
sound banking operations in order to 
increase the Reserve Bank’s power in 
situations of threatened and actual bank 
failures. Six scheduled banks were de- 
moted from the schedule during the 
year. These, with the one failure, ex- 
plain the reduction in the number of 
scheduled banks from 100 in 1948 to 93 
in 1949, 


Money Market and Interest Rates 

During the first 5 months of 1948, the 
organized money market in India was 
unusually tight. Call money rose from 
one-half of 1 percent to 1 per- 
cent; 2-months money, from 1 percent 
to 1%; and other money rates according- 
ly. However, the Reserve Bank’s re- 
discount rate remained at 3 percent, 
where it has been ever since the Sank’s 
inauguration in 1935. The explanation 
of the special tightness of the market 
was fundamentally the large inport sur- 
plus of that period, though the effort 
to finance long-term development from 
short-term finance and the tying up of 
large sums in speculative stocks of goods 
were supplementary explanations. After 
the first half of the year, however, in- 
terest rates resumed their custom- 
ary levels and even in November 
and December, when crop movements 
are heavy and business is seasonally 
brisk, the money market failed to ex- 
hibit even a seasonal tightening. The ex- 
port surplus which characterized the 
end of the year; and the unloading of 
speculative stocks, did ne to ease 
money conditions. 


Gold and Silver 

Gold and silver prices rose steadily 
through the first half of the year to 
near all-time peaks, but broke with the 
announcement that the Reserve Bank 
would sell silver in the open market 
for the first time in 4 years. The sale 
of silver, which began in July and con- 
tinued to December on behalf of Hy- 


derabad State, had the ne additional effect 
of restraining the advance of bullion 
prices which have soared in India, 


Security Markets 

From August 1946 to July 1949 prices 
on the stock exchanges in India moved 
persistently downward, and this was 
regarded as symptomatic of the gen- 
eral dearth of new investment which 
many hold to be the fundamental 
economic problem in India. The up- 
ward movement in stock-market prices 
since that time has suffered inter- 
mittent setbacks and is not conclusive 
proof that the “bear” cycle is cOm- 
pleted. An index of representative 
stock prices published by a 
Calcutta weekly (and based on 
1939 prices as 100) stood at 194 in 
January, 154 in June, and 182 in 
December. The annual yields of the 
pepular stocks on the Bombay Stock 
Exchange vary between 3 and 5 per- 
cent at present prices. 


The Economic Adviser’s Index of 
Government security prices (1927-28— 
100) ended the year at 115.7 as con- 
trasted with 114.7 in January and an 
average of 115.3 for the preceding fiscal 
year, 

NATIONAL INCOME 

The only current estimates of India’s 
national income are those of the 
journal, The Eastern Economist. 
While admitting the inadequacy of the 
statistics, this publication concludes 
that real per capita income is declin- 
ing; and that average per capita income 
rose from 67 rupees in 1939-40 to 180 
rupees in 1948-49, that is, average 
money income has increased somewhat 
less than three times. Since the cost 


of living has increased by more thin 
three times, real per capita income has 
declined. Because of good rains, and 
the consequent increase in agricultural 
production, a slight rise is predicted for 
1949-50. 


The available data indicate a signifi- 
cant increase in the proportion of the 
nation’s total income which is received 
by agriculturists as a group and by 
wage earners as a group, although there 
has not been a rise in average rea! 
wages. The agricultural segment, for 
example, received 57.3 percent of es— 
timated national income in 1946-47 as 
compared with 49.2 percent in 1939-40. 
The proportion declined to approxi- 
mately 55 percent in 1948-49 because 
of a decline in agricultural production. 
This shift in national income toward’ 
agriculture and wage earners is 
interpreted 
to spenders and is offered as an ex- 
planation of the disappearance of net 
savings. The Eastern Economist main- 
tains that income recipients as a group 
have been spending in excess of cur- 
rent income during recent years. 


PRICES 

The inflationary rise in prices appears 
to have been halted. The official 
wholesale price index rose to a new 
postwar peak of 393.3 in October (year 
ended August 1939 equals 100) but de— 
clined in November and December. 
During the week ended December 31, 
1949, the index stood at 379.6, or withim 
one index point of the level a year 
earlier. 


Table 2 shows changes in the major 
components of the index from the end 
of December 1948 to the end of De- 
cember 1949. 


TABLE 2.—CHANGES IN MAJOR COMPONENTS OF THE WHOLESALE. 


PRICE INDEX, 


INDIA 


A Week ended— 

Item Dec. 25, Dec. 24, Percentage 

1948 1949 change . 
All commodities .............. 382.5 379.9 — 0.68 
Industrial raw materials ............ 461.9 479.0 + 3.7 
Semimanufactures 328.4 337.9 + 2.9 


By year’s end, devaluation was still 
too recent an occurrence for its long- 
run effect on the price level to be ap- 
parent. The higher prices of imports 
from countries which have not devalue] 
will inevitably exert a certain amount 
of upward pressure. In October, the 
Government proposed a reduction of 10 
percent in the retail prices of essential 
commodities as part of an 8-point pro- 
gram to deal with the consequences of 
inflation. The controlled prices of food 
grains and cotton textiles were reduced 
as an effort in this direction. Subse- 
quently, ceiling prices were reduced for 
iron and steel and tin plate, and prices 
of coal were reduced for certain indus- 
trial users, 


The effect of these price cuts on wage 
earners’ living costs Was not apparent 
by year’s end. Since the “dearness- 
allowances” paid to industrial workers 


are linked to a cost-of-living index, a 
decline in living costs would mean a 
reduction in the wages bill, and hence 
in costs, and would tend to stimulate 
production. 


COMMERCIAL POLICY 
Import Control, 

India’s import control .policy is de- 
signed to conserve foreign exchange 
resources, especially dollars and other 
hard currencies. By mid-1948, import 
restrictions had resulted in large sur- 
plus balances with soft - currency 
areas, and the policy was. revised to 
permit greater use of soft-currency 
balances and to increase’ supplies of 
consumer goods. 


By February 1949, the 
position with respect 
and other hard currencies 
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‘a more restrictive import licensing 
policy for the period January-June 
1949. The liberal policy with respect 
to soft-currency countries, however, 
remained unchanged. The result was a 
large import balance; and the Govern- 
ment was obliged to initiate a series of 
restrictions on soft-currency imports. 

The July-December import licensing 
regulations (announced Ssptember 17) 
contained further drastic restrictions 
on imports from all sources. Luxuries 
and nonessentials were totally exclud- 
ed. Dollar imports were confined to 
essential products in order to imple- 
ment India’s commitment, together 
with other members of the sterling 
area, to reduce dollar imports during 
the year ending June 1950 to 75 per- 
cent of the 1948 level. Although im- 
ports from all sources increased after 
September, exports also increased with 
‘the result that a trade surplus was re- 
gistered in November and December. 

Shortly after the year ended, the 
‘Commerce Minister stated that import 
control would continue “for quite some 
time.” The basis of the Government’s 
policy, he said, is to insure that India’s 
limited supply of foreign exchange is 
utilized to obtain such essentials as 
capital goods, industrial raw materials, 
end necessary consumer goods which 
are not available from indigenous pro- 
duction. 


Export Control 


Control over exports was introduced 
Curing the war. The Government’s 
policy has been to remove export con- 
‘trols as rapidly as supply-demand con- 
ditions permit. In continuation of this 
policy during 1949, a _ considerable 
mumber of commodities were removed 
from the export control list. The need 
to liberalize export control has become 
insistent because of India’s growing 
needs for foreign exchange to finance 
food-grain imports and imports of in- 
dustrial raw materials and capital 
equipment for industrial rehabilitation 
and development. Nevertheless, ex- 
tensive export control is still maintain- 
ed in order to conserve essential sup- 
plies for domestic consumption, and to 
channel exports in order to develop 
new or maintain old markets and to 
maximize hard-currency earnings. 
Trade Agreements 


During all or part of 1949, India had 
trade agreements with the follow- 
ing countries: Austria, Czecho- 
slovakia, Egypt, Finland. Hungary, 
Japan, Pakistan, Poland, Switzerland, 
Western Germany, and Yugoslavia. In 
negotiating these agreements, the Gov- 
ernment’s main endeavour was to ob- 
tain imports of essential goods from 
outside the dollar area. These agree- 
ments are “permissive” in the sense 
that the respective governments agree 
to issue the necessary licenses (up t9 
the quantities or values specified) if 
private traders came forward. There 
has been no comprehensive Official ac- 
count of the extent to which such pri- 
vate trade has actually developed un- 
der these agrcements. 

Agreements with the U.S.S.R. and 
Argentina are in a different category, 
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being of a single-transaction type which 
approximates barter. Under the third 
agreement with the U.S.S.R., conclud- 
ed in April 1949, India was to receive 
220,000 tons of wheat and maize in re- 
turn for 20,000 tons of raw jute and 
12,000 tons of tea. The agreement with 
Argentina invoked the exchange by 
August 31, 1950, of 390,000 metric tons 
of Argentine wheat for 50,000 metric 
tons of Indian jute manufactures sub- 
ject to increase to 70,000 tons of jute 
and 546,000 tons of wheat at India’s 
option. 


Fiscal Commission 

A Fiscal Commission was appointed 
and held extensive hearings aimed at 
cventual recommendations regardine 
the Government’s policy on tariff 
protection and the implications of 
subscription to the General Agreement 
on Tariffs and Trade and membership 
in the International Trade Organiza- 
tion. The Commission’s report was 
not concluded in 1949. 


Indo-Pakistan Commercial Relations 

After partition, as a result of the 
transition in character of Indo-Pakis- 
tan trade from domestic to foreign 
commerce, Pakistan became an im- 
portant participant in India’s foreign 
trade-—-the third most important source 
of imports and the second most im- 
portant destination of exports. 

During the first half of 1949, the 
trend seemed to be toward further re- 
laxation in economic barriers between 
the two Dominions. Effectivt June 1, 
both countries agreed to grant a full 
rebate of excise duties on vommodities 
exported to each other. Export duties 
were also withdrawn On several com- 
modities moving in  Indo-Pakistan 
trade and further conferences were 
announced which implied the pos- 
Sibilitiy of additional mutual conces- 
sions. On June 24, an agreement was 
signed for the mutual supply of cer- 
tain essential commodities during the 
year ending June 1950, On June 30, re- 
newal (with certain modifications) of 
the Indo-Pakistan payments agreement 
Was announced, which provided that 
no exchange control would be estab- 
lished between the two countries. 

After devaluation of the Indian rupee 
(announced on September 19) and 
Pakistan’s decision against devaluation, 
trade between the two Dominions be- 
gan rapidly to approach a complete 
stalemate. Pakistan promptly — sus- 
pended the Open General License per- 
mitting import without license of de- 
signated commodities from India, and 
India took comparable action. Each 
country also suspended Official trading 
in the currency of the other. 

The Indian Jute Mills Association 
announced a suspension of raw jute 
purchases from Pakistan until prices in 
Indian rupees were adjusted to their 
former levels, and the textile industry 
took similar steps with respect to Pakis- 
tan cotton. Some Indian’ commodities 
—notably coal and steel—continued to 
move to Pakistan. On December 24, 
however, the Government of India an- 
nounced that coal shipments to Pakis- 


tan were being suspended until Pakis- 
ten jute paid for by Indian purchasers 
before devaluation and Assam (Indian) 
jute in transit through east Pakistan 
were released. By year’s end, the 
stalemate in inter-Dominion trade was 
almost complete. 


FOREIGN TRADE 

The following statistics regarding 
India’s foreign trade relate to trade by 
sea and air. Land trade with Pakis- 
tan is not included since complete 
statistics are not available. Informa- 
tion concerning the Indo-Pakistan trade 
may be found in the section on Indo- 
Pakistan Commercial Relations. Ad- 
ditional comments relative to the trend 
of trade for certain products is given 
herein in the’ sections, Agriculture, 
Minerals, and Industrial Developments. 
The figures include both private and 
Government imports except defense 
supplies. Prior to August 15, 1947, 
trade statistics relate to sea-borne 
trade of British India and inciude for- 
eign sea-borne trade of Pakistan which 
is excluded subsequently. Begin- 
ning March 1, 1948, sea-borne trade 
of India with Pakistan is included. 
The foreign sea-borne trade with 
Kutch is included beginning June l, 
1948. and the foreign sea-borne trade 
of Travancore, Saurashtra, and Baroda 
is included beginning April 1, 1949. . 


Foreign Trade by Countries 
Imports by principal countries are 
shown in table 3 for the fiscal 
years 1948 and 1949, and for the 
6-ronth reriod April-September 1949. 
TABLE 3.—IMPORTS INTO INDIA, 

FISCAL YEARS 1948 AND 1949 
AND FIRST 6 MONTHS OF 
FISCAL 1950 

[In million ruppees] 
Year ending March April- 
September 
Country of origin 1948* 1949 1949 
United Kingdom . 1,202 1,521 934 


United States ... 1,208 1,042 503 
Sin 204 319 208 
225 201 154 
87 209 120 
112 188 110 
74 182 105 
Kenya Colony .. 93 108 88 
Argentina ...... 7 66 75 
Straits Settle- 

OF 64 83 66 
Thailand ....... 15 42 60 
90 79 57 
ee 32 60 39 
Netherlands .... 30 54 35 
Switzerland ..... 93 87 34 
Germany 22 30 
Bahrein Islands .. 27 48 25 
54 72 26 
35 29 22 
Saudi Arabia ... (7) 11 20 
Hong Kong .... 20 25 17 
Czechoslovakia .. 17 21 16 
265 595 260 


*Excluding Government imports. 
yLess than 500,000. 
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“TABLE 4.—EXPORTS FROM INDIA, 
FISCAL YEARS 1948 AND 1949 
AND FIRST 6 MONTHS OF 

FISCAL 1950 
[In million rupees] 


Year ending March April- 


Country of destination September 
1948* 1949 1949 
United Kingdom . 1,057 977 517 
“United States .... 791 700 269 
243 206 121 
115 84 35 
Kenya Colony .. 35 36 31 
104 73 28 
Germany ....... 9 26 27 
50 65 26 
106 58 26 
25 24 24 
Straits Settle- 

41 38 21 
35 31 20 
Hongkong ...... 41 31 19 
a 55 - @ 19 
Netherlands... 58 72 19 
New Zealand .. 38 28 18 
Anglo-Egyptian 

23 16 18 
Aden and depen- 

20 19 17 
Union of Soviet | 

Social Republics 29 54 17 
819 1,244 414 


*Excluding Government exports. 


Principal Import and Export Items 
Table 5 shows the principal items 
imported into India during the fiscal 
years 1948 and 1949. and for the 6- 
month period April-September 1949. 


TABLE 5.—PRINCIPAL IMPORTS 
INTO INDIA, FISCAL YEARS 
1948 AND 1949 AND FIRST 
6 MONTHS OF FISCAL 1950 
[In million rupees] 


Year ending March April- 


Item September 

, 1948* 1949 1949 

Raw cotton 312 642 371 

Mineral oil? 319 326 266 

Textile machinery 95 151 104 
Chemicals, drugs 

and medicines .. 188 285 100 

Artificial silk yarn 55 128 92 


Cotton piece goods 43 93 86 
Prime movers, 
Other than elec- 


Electrical instru- 

Electrical machin- 

a 78 128 75 
Cotton yarn .... 31 45 54 
169 138 54 
Hardware ...... 63 59 44 
Artifical silk | 

piece goods ... 76 10 26 


35 64 24 


Raw wool ...... 24 32 23 
Motorcars........ 105 76 20 


*Excluding Government imports. 
+Kerosene, fuel oil, lubricating oil, 
gasoline, etc. 


Table 6. shows the principal items 
exported from India during the fiscal 
years 1948 and 1949, and for the 6- 
month period April-September 1949. 


TABLE 6.—PRINCIPAL EXPORTS 
FROM INDIA, FISCAL YEARS 
1948 AND 1949 AND FIRST 
6 MONTHS OF FISCAL 1950 
[In million rupees] 

Year ending March April- 


Item September 
1948* 1949 1949 

Jute burlap and 
burlap bags ... 1,243 1,419 569 
Cotton piece goods 180 362 167 
Hides and skins 212 178 94 
258 239 78 
37 27 47 

Tobacco, unmanu- 
factured ...... 50 58 46 
Raw cotton ...... 348 140 44 
Cotton, waste .... 49 51 28 
Cashew kennels 41 49 26 
38 14 24 
Manganese ore .. 25 18 22 
Peanut oil ...... 46 65 21 

Carpets and rugs, 
32 26 17 


*Excluding Government exports. 


Trade Balance 

The liberal policy for imports from 
soft-currency areas produced a tremen- 
dous deficit in the first half of the year, 
which reached a peak in May. A 
much more restrictive import policy 
for soft-currency imports after May and 
for imports from all sources after Sep- 
tember caused the trade deficit to de- 
cline after May, and a trade surplus 
was registered in November and De- 
cember. This reversal of the’ trade 
balance was also assisted by an im- 
provement in exports which had shown 
a tendency to fall during the first half 
of the year. By year’s end the prospect 
was that import licensing would be 
administered in such a wav as to limit 
the deficit in the balance of payments 
for the year ending June 1950 to the 
blocked sterling releasés agreed to 
with the United Kingdom. These releases 
include an agreed £50,000,000, plus an 
additional sum estimated at between 
£50,000,000 and £60,000,000 to cover 
commitments entered into before can- 
cellation in May of Open General 
License No. 11. 


TABLE 7.-TRADE BALANCE, 
CALENDAR YEAR 1949 


[Millions of rupees] 


6,220 
125 


Excess of imports .. .. .. .. 


1,842 


TRANSPORTATION AND 
COMMUNICATIONS 
Railways 


The Indian railways are the largest 
single employer in India with almost 
850,060 persons on the pay roll. Rail- 
ways are exceptionally important in 
the Indian transportation system. They 
carry 80 percent of the goods traffic 
and 70 percent of the passenger traffic. 
During recent years, passenger traffic 
has increased to the extent that it pro- 
vides approximately the same propor- 
tion of total revenue as freight traffic. 


The most significant development 
during 1949 was the almost complete 
elimination of the bottleneck of worn- 
out equipment so that the railways are 
now able to handle virtually all the 
traffic which is offered. The system of 
priority control which was devised 
during the war to ration rail transport 
was entirely suspended during 1949 on 
some railways. Progress was also made 
in punctuality. During the winter 
months of 1947-48, the proportion of 
trains running on time was as low as 
20 percent on several railways. In 1949, 
the proportion was 80 percent on most 
railways and a few reached 90 percent. 


This improvement is_ attributable 
primarily to two factors: (1) Im- 
proved labor relations, and as a con- 
sequence, much greater output in the 
maintenance shops, and (2) acquisi- 
tion of new locomotives. Of the 863 
locomotives ordered from abroad, over 
half were received by the end of 1949 
and the others were expected by April 
1951. 


The first locomotive from the new 
plant at Chittaranjan was expected to 
be completed early in 1951. This plant, 
together with the Tata Locomotive 
Factory, is expected eventually to 
make India largely self-sufficient in 
steam locomotives. In December 1949, 
an agreement was concluded with the 
Locomotive Manufacturing Association 
of Great Britain under which the latter 
will provide expert advice, technicians, 
and certain skilled supervisory staff 
for the Chittaranjan plant. Indian 
technicians will be trained in the 
United Kingdom ultimately to replace 
the Association’s staff in India. 


The all-India rail link with Assam 
(bypassing East Pakistan) was com- 
pleted ahead of schedule within 24 
months across difficult terrain. The 
new line was opened to restricted 
freight traffic on December 9, 1949. 


Shipping 

Tonnage increased from 127,000 in 
1946 to 396,000 at the end of 1949. Two 
companies have started a regular cargo 
service to the United Kingdom and. 
Europe and one of these (Scindia) 
operates a fortnightly passenger ser- 
vice to North America. 


The first of three proposed shipping 
corporations to be sponsored by the 
Government was expected to begin 
operation of services on the India- 
Australia-Far East run early in 1950. 
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The Government will be the majority 
stockholder with a minority interest 
being held by the Scindia Steam Navi- 
gation Co., which will act as managing 
agents for the corporation. 

The controversy over disposition of 
the privately owned shipbuilding yards 
at Vizagapatam was temporarily re- 
solved near the end of the year by a 
Government decision to place orders 
with the Scindia company for three 
cargo vessels of 8,000 tons each at a 
price approximately 60 percent higher 
than the price of similar ships built in 
the United Kingdom. 

Congestion in the port of Bombay 
was eliminated during the second half 
of 1949. ‘This was facilitated by the 
reduction in the volume of imports 
resulting from the more restrictive 
import licensing policy. 


Aviation 


Preliminary statistics show a further 
substantial increase in activities of 


Indian air lines in 1949. 
1948 1949 
Miles flown 12,648,765 14,900,000 


Passengers car- 


341,186 358,000 
Freight carried 

(Pounds) 8,156,471 13,300,000 
Mail carried 

(Pounds) 1,582,645 3,900,000 
Capacity (ton- 

miles) 26,320,058 35,300,000 


Revenue load 


(ton-miles) .. 19,295,532 22,900,000 

By the end of 1949, 10 air lines were 
operating scheduled services over 36 
domestic routes and 4 foreign routes, 
the latter being Bombay to London, 
Bombay to Colombo, Calcutta to Ran- 
goon, and Calcutta to Bangkok. 

The number of aircraft holding cur- 
rent certificates of registration on 
December 31, 1949, was 774, while the 
number holding current certificates of 
airworthiness was 224. 

The industry is faced with serious 
financial difficulties and the need for 
curtailment of operations and retrench- 
ment of personnel. Most of the air- 
craft are obsolescent types and are 
rapidly wearing out but it has not 
been possible to accumulate reserves 
for replacements. 


Telecommunications 


Some progress was made in 1949 in 
improving the telephone exchanges of 
leading cities, additions having been 
made in Delhi and Bombay. A begin- 
ning was made on a five-stage plan for 
the automatization of the Calcutta tele- 
phone system, an order for equip- 
ment having been placed for the first 
stage. The estimated cost of the plan 
is 140,000,000 rupees over a period of 
5 years. 

In 1948, an agreement was conclud- 
ed with a British firm to establish a 
Government factory in Bangalore to 
manufacture automatic telephone and 
carrier equipment. Construction is 
proceeding and assembly of telephone 
instruments was started early in 1949, 
and an arrangement was concluded 
with British interests for the procure- 
ment of communications cable. 


Shortage of funds led the Govern- 
ment to inaugurate an experiment late 
in 1949 under which persons and firms 
desiring the installation of a telephone 
are required to pay the costs of instal- 
lation, of 2,000 to 2,500 rupees. 


Installation of a radiotelegraph ser- 
vice to Afghanistan and a wireless link 
with Nepal was completed. 


LABOR DEVELOPMENTS 


The labor situation in 1949 might be 
described as stable on the surface but 
troubled underneath. The failure of 2 
years of independence to bring about 
a radical improvement in living and 
working conditions has been a source 
of bitter disappointment to many wage 
earners. Unemployment and industrial 
strife increased slightly but wage 
earners’ living costs were stabilized. 

During the first half.of the year, 
employers spoke of surplus inventories 
of cotton textiles, shortage of raw jute, 
and declining productivity of labor in 
the face of rising wages, and referred 
to the need for retrenchment of sur- 
plus labor force built up during the 
war period. Trade unions countered 
with charges of swollen profits, ineffi- 
ciency of management, and, in some 
cases, demands for Government opera- 
tion of private factories. As a result of 
Government pressure, retrenchment 
was held to a minimum during the 
early part of the year. As the year 
wore on, and particularly after deva- 
luation, retrenchment and unemploy- 
ment increased. 

While precise statistical information 
is not available, the Ministry of Labor 
reports a steady deterioration in the 
employment situation. This conclusion 
is supported by the declining trend of 
placements and job openings reported 
by the Employment Exchanges. To 
meet the shortage of skilled workers, 
training programs for displaced per- 
sons, veterans, and apprentices were 


carried on by the Government during 


the year for an average of about 17,000 
persons at 500 centers. 


Wage earners’ living costs, which 
had risen rapidly during the war and 
postwar years, leveled out during 1949. 
By the last quarter of the year, cost- 
of-living indexes for most industrial 
cities were about the same as a year 
earlier or slightly lower. Consumption 
patterns of Indian workers give a 
dominant weight in the indexes to 
food. In most cities, food constitutes 
60 to 70 percent of a worker’s cost of 
living. House rent ordinarily runs less 


than 5 percent. To meet these costs, 
the average factory worker in India 
earns about 500 to 1,200 rupees per 
year. In United States currency this 
amounts to $105 to $252 per year. 

The Employees State Insurance Act, 
1948, projects a system of financial and 
medical benefits to factory workers 
and their dependents in cases of sick- 
ness, injury, and maternity. The ad- 
ministration of the act has been entrust- 
ed to the Employees State Insuranc? 
Corporation, which is organizing a pilot 
project in the Delhi area to provide 
a sound basis for national operations. 

The state of labor-management re- 
lations is indicated to some degree by 
the statistics of man-days lost through 
industrial disputes. This barometer 
reached an all-time high of 2,500,000 
in April 1947, as the British regime 
was drawing to a close. Thereafter, it 
fell to a postwar low of 115,000 in 
September 1948. During 1949, the 
number of man-days lost per month 
through industrial disputes has ranged 
between 400,000 to 750,000. 

However, in comparing current 
statistics of industrial conflict with 
those of preindependence days, weight 
must be given to the increased role of 
Government in labor-management re- 
lations under the provision of the In- 
dustrial Disputes Act, 1947. Under this 
act, the Government has power to 
prohibit a particular work stoppage 
and to resolve the conflict which gave 
rise to it by issuing a tribunal award. 
In the political and economic circum- 
stances of 1948, the Government was 
able to give labour a large part of what 
it wanted, with the result that indus- 
trial strife was kept to a relatively low 
level. As these circumstances changed 
during 1949, and it became more diffi- 
cult to meet the demands of labor and 
management, the volume of strikes 
and lockouts increased. The volume of 
strikes reported did not completely 
reflect the extent of labor unrest. The 
threat of a national railway strike and 
subsequently of a Communist - led 
general strike early in 1949 caused the 
Government to employ vigorous means. 
to deal with the strike threat. 


The failure of the railway and gen- 
eral strike called on March 9 by the 
Communist-led All-India Trade Union 
Congress caused great loss of influence 
by that body as a trade union. The 
Indian National Trade Union Congress 
and the Hind Mazdoor Sabha are now 
the primary factors in the Indian. 
labor movement. 


Cable: 


“‘IMPORTS FROM INDIA’”’ 


Foreign parties interested in the 
Lemongrass oil, Shellac, Crude drugs, 
Groundnut seeds, write immediately by air mail or cable to: — 


Export Department 
HINDUSTAN ELECTRIC CO. LTD., 
10-15, Canning St., CALCUTTA, India. 

Designed. 
Early shipments Guaranteed 


import of Sandalwool oil, 
Linseed and' Groundnut oil, 
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FOREIGN EXCHANGE CONTROL 
IN JAPAN 


Background of the New Foreign 
Exchange Control in Japan 
Immediately after the surrender when 

Japan was placed under the control of 

the Supreme Commander for the Allied 

Powers, all economic transactions be- 


tween Japan and other countries were 


suspended. All of Japan’s Overseas 
assets were earmarked for reparations; 
the overseas offices of Japanese banks, 
companies and firms were subject to 
the disposal of the Allied Pcwers; Jap- 
anese ships were prohibited from sail- 
ing overseas; and Japanese foreign ex- 
change banks were closed down. Thus 
not only were foreign exchange trans- 
actions prohibited but also all of the 
valuable economic relationships which 


Japan had assiduously built up with 


other countries since the Meiji Restora- 
tion were lost. 


With the promulgation of Imperial 


Ordinance No. 578 of October 15, 1945 


and Finance Ministry Ordinance No. 88 
of the same date pursuant to a SCAP 
memorandum, license from the Finance 
Minister was required for all foreign 
transactions, which license was subject 
to the prior approval of the General 
Headquarters. In practice, however, 
such a requirement was tantamount to 
a general prohibition. With respect to 
foreign trade aiso, the Imperial Ordin- 
ance Concerning Emergency Measures 
for Foreign Trade, Etc. (Imperial Or- 
dinance No. 328 of 1946) and the For- 
eign Trade Fund Special Account Law 
(Law No. 179 of 1947) were promul- 
gated, pursuant to which all exports 
were, as a general rule, placed under 
government management. The Board 
of Trade of the Japanese Government 
was designated as the exclusive export 
and import agency, monopolizing all ex- 
port and import trade, subject to the 
approval or under the direction of the 
General Headquarters. All funds for 
the purchase of export goods were paid 
out of the Foreign Trade Fund, while 
the sales proceeds of imported goods 
were paid into the Fund. The pur- 
chase and sales prices used in these 
transactions were all based on the do- 
mestic official prices, 


Thus all economic transactions with 
foreign countries were placed under the 
direct or indirect control of the Gen- 
eral Headquarters. Likewise, all for- 
eign exchange funds were controlled 
by the General Headquarters, and all 
foreign exchange transactions were 
handled exclusively by the foreign 
banks in Japan. In other words, both 
the foreign exchange funds and foreign 
exchange transactions were placed be- 
yond the control of the Japanese Gov- 
ernment. Furthermore, all foreign 
transactions. other than those relating 
to trade were prohibited. Only in ex- 
ceptional cases were remittances from 
this country permitted, while remit- 


tances to this country were restricted. 


Japanese insurance and shipping com- 


panies were not permitted to engage | 


in activities yielding income in foreign 
currencies. 


From August 1947, however, private 
exportation on a restricted basis was 
permitted. This was followed in Au- 
gust 1948 by permission to conclude 
direct contracts between buyers and 
sellers. In connection with the latter, 
Japanese banks were permitted to 
handle foreign exchange, though only 
domestically. Later a price ratio 
system (a multiple exchange rates 
system) was adopted for calculating the 
dollar prices of Japanese goods. 


In order for Japan to achieve economic 
stabilization and a__ self-sustaining 
economy, the development of foreign 
trade and the facilitation of the import 
of foreign capital were made the sup- 
reme objectives. For the attainment of 
such objectives it was necessary to 
rapidly expand economic transactions 
with foreign countries and to establish 
exchange and foreign trade control 
procedures. This matter was formally 
taken up in the Nine-Point Economic 
Stabilization Program announced in 
December 1948, and for its implemen- 
tation SCAP issued to the Japanese 
Government a memorandum dated 
February 1, 1949, directing the Japan- 
ese Government to take immediate 
measures for the enforcement of uni- 
form control of exchange movements 
and export and import ‘trade. It was 
further directed that the control be so 
planned as to possess flexibility and to 
promote trade and investment plans es- 
sential for the rehabilitation of the 
Japanese economy and that it should 
be in accordance with the general pat- 
tern of the contr?l effected by the 
member countries of the International 
Monetary Fund. 

Pursuant to a Cabinet order, the 
Foreign Exchange Control Board 
(hereinafter abbreviated as FECB) was 
established on March 16, 1949 for the 
purpose of recognizing and adjusting 
on an overall basis the procedures for 
the control of foreign exchange and 
foreign trade and of controlling and 
operating the exchange funds adminis- 
tered by the Japanese Government at 
home and abroad, 


On April 25 of the same year a single 
exchange rate of ¥360 to the US dollar 
was established, which rate served as 
an important factor for the normaliza- 
tion of exchange transactions and the 
streamlining of exchange control. 


Then on July 15 of the same year a 
cabinet order concerning the purchase 
of authorized foreign exchange credits 
for the purpose of stipulating exports 
was promulgated, whereunder 3%, 6% 
and 10% of the export exchange pro- 
ceeds classified according to items were 
recorded by foreign exchange banks 
and made available for use in foreign 
trade and for other purposes. 


Meanwhile, Mr. Ormond Freile of the 
U.S.A., Director William J. Logan of 


the Joint Export Import Agency of 
Western Germany, Dr. Jan Mladek and 
Mr, Ernest A. Wichin of the Inter- 
national Monetary Fund and Mr. G. C. 
Therley of the British Exchequer visit- 
ed®- Japan one after another and 
furnished valuable suggestions for the 
formulation of exchange and foreign 
trade control policies. 


Following these preliminary steps, 
the New Foreign Exchange and For- 
eign Trade Control Law was promul- 
gated on November 30, 1949. This was 
followed by the promulgation of the 
Export Trade Control Regulation 
(MITI Ordinance No. 65) om Decem- 
ber 1, 1949 and of the. Cabinet Order 
for Control of Imports and Payments 
(Cabinet Order No. 414) on December 
29, 1949. As a_eresult importation 
on a private basis was begun for 
the first time since the surrender. 
On the same day an Official power 
of attorney for the  administra- 
tion of foreign currency funds was 
given by the General Headquar- 
ters to the FECB. At the same time 
time US dollar and sterling funds total-- 
ling approximately US$67 million were 
transferred from the General Head- 
quarters to the FECB. Holding these 
funds on deposits in its own name, the 
FECB applied them for use in com- 
mencing correspondent transactions and 
financing private imports. After a 
series of negotiations, depository cor- 
respondent relationships were establish- 
ed between Japanese and American 
foreign exchange banks, effective from 
April 10, 1950. 


On June 6, 1950 the Cabinet Order 
Concerning Convertible Account was 
promulgated and on June 27 the For- 
eign Exchange Control Regulation (af- 
fecting exchange transactions other 
than those relating to foreign trade) 
was promulgated. With the promul- 
gation of this regulation, the New For- 
eign Exchange and Foreign Trade 
Control Law was perfected into a com- 
plete system. The new law possesses 
the essential feature of providing a 
machinery for administering the ex- 
change control law in a flexible manner 
in accordance with the changes in the 
domestic and international situations. 
Numerous revisions have been made 
in the law since its promulgation on 
December 1, 1949. We shall now ex- 
plain in outline the status of the law 
as of November 30, 1950. 


Features of the New Exchange 

Control Law 

1. The new law has taken in a great 
deal of international features by adopt- 
ing, in anticipation of Japan’s future 
participation in the International Mone- 
tary Fund, the principles of control 
prescribed by the Agreement of the 
International Monetary Fund, and also 
the experience of exchange control in 
Britain and Western Germany. 


29. A foreign exchange budget sys- 
tem has been adopted in the law in 
order to make the most effective use of 
foreign payments based on anticipated 
income from abroad. 
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3. The law aims to promote de- 
mocratic, efficient, normal transactions 
under a minimum degree of control and 
complete reliance On foreign exchange 


banks for the enforcement of the re-. 


gulations., 


4. The law lays a network of con- 


‘trol over all foreign exchange and for- 


eign trade transactions, with due re- 
gard for safeguarding Japan’s reputa- 


‘tion abroad. 


5. The law leaves much to cabinet 
orders for detailed stipulations in or- 
der that the application of the law 
may be flexible and relaxations of res- 
trictions may be made according to 
changing circumstances, 


6. The law has divided the authority 


for control among the various govern- 


ment agencies concerned. 


By virtue of these features, the new 


control system has a pyramidal struc- 


ture and a fluid life and conforms to 
the international pattern of exchange 
control. 


Foreign Exchange Contro| Machinery 
1. A Ministerial Council has been 


established in the Cabinet as an organ 


responsible for the drafting of the for- 
This Council 
is similar to the Import Advisory Com- 
mittee of Western Germany. It is 
composed of the Premier (ex-officio 
Chairman), the Finance Minister, the 
Minister of Agriculture and Forestry, 
the Minister of International Trade & 
Industry, the Minister of Transporta- 
tion and the Director-General of the 
Economic Stabilization Board. The 
Chairman of the FECB serves as an 
advisory member. 


2. The Economic Stabilization 
Board, which is the overall planning 
agency for the government, has a large 
voice in deciding the exchange control 
policies. Its Trade Bureau acts as the 
secretariat of the Ministerial Council. 


3. The Foreign Investment Com- 
mission, an external bureau of the 
Economic Stabilizatron Board, is in 
charge of affairs relating to foreign in- 
vestments in Japan, 


4. The FECB, an external bureau of 
the Prime Minister’s Office, is in charge 
of principally affairs relating to the 
control and operation of foreign cur- 
rency funds. 


Minister is the 
highest responsible person for ex- 
change policies and is the competent 
minister on matters relating to invisible 
trade. 


6. The Ministry of International 
Trade & Industry is the competent 
ministry for foreign trade control. 


5. The Finance 


7. The Bank of Japan, as the busi- 
ness proxy for the FECB, controls and 
operates foreign currency funds and 
also performs by proxy the control 
functions of the competent ministers, 


8. The foreign exchange banks per- 
form, besides their regular commercial 
exchange business, the over-the-coun- 
ter business of exchange control, be- 
ing entrusted with the great respon- 
sibility of assuring a democratic en- 
forcement of exchange control. In fact, 
they constitute the principal agencies for 
the enforcement of exchange control. 


Operation of Foreign Currency Funds 


by the Foreign Exchange Contro! 
Board, and Correspondent’ Trans- 
actions of the Foreign Exchange 
Banks 


All foreign currency funds held by 
Japan belong to the General Headquar- 
ters, SCAP. Until December 28, 1949, 
such funds had been operated by the 
Economic & Scientific Section of the 
General Headquarters, but on Decem- 
ber 29, 1949 the FECB was authorized 
by SCAP to control and operate such 
funds under a power of attorney grant- 
ed by SCAP. At the sume time the 
FECB received the transfer of foreign 
currency funds equal to US$67 million, 
with which to conduct foreign trans- 
actions. Pursuant to the Dodge Plan 
which requires that all receipts and 
disbursements of government funds 
shall be made in accordance with the 
fiscal budget and the accounting pro- 
cedure prescribed by law, the Japanes4 
Government set up a Foreign Exchange 
Special Account for segregating all 
transactions relating to the sale and 
purchase of foreign exchange. The 
Operation of this account was entrust- 
ed to the FECB under the supervision 
of the Premier. In other words, the 
FECB, as a foreign currency funds 
concentrating agency, sells and pur- 
chases foreign exchange and carries on 
other transactions incidental thereto. 
It is alsO authorized to carry on with 
foreign exchange banks a_e wide 
variety of activities similar to those of 
foreign exchange banks, such as the 
lending and borrowing of foreign cur- 
rencies or yen currency, depositing or 
acceptance of deposits, lodgment or 
acceptance of margin money, accep- 
tance of drafts, confirmation of letters 
of credit, etc. It assists the foreign 
banks with a view to enabling them to 
fully perform their functions, and also 
undertakes various exchanges trans- 
actions of its own. Thus, excepting 
the foreign banks, the Board is in Japan 
the sole holder of foreign currency 
funds, and conducts exchange opera- 
tions with the foreign currency accounts 
held in its own name with 25 foreign 
banks. 


The license of the Finance Minister 
is required for Japanese banks to con- 
duct foreign exchange business. In 
addition, the approval of the FECB is 
required for establishing correspondent 
relationships with overseas banks. At 
present 12 Japanese foreign exchange 
banks have been authorized to establish 
depository correspondent relationships 
with overseas banks, These banks have 
been appointed as agents of the FECB 
and have been authorized to conclude 


with those overseas banks which have 


the Board’s deposit accounts, corres- 


pondent contracts for paying funds into 
and withdrawing funds from such’ de- 
posit accounts, For the purpose of 
keeping accurate records of the trans- 
actions of each of the Japanese for- 
eign exchange banks, a sub-record for 
each bank is kept to record the credit 
and debit entries to the FECB accounts 
kept with the overseas banks. In this 
way Japanese foreign exchange banks 
are able to operate the FECB’s foreign 
currency funds in the same way as 
their own. Such correspondent ar- 
rangements with overseas banks have 
been effected with several American 
banks since April 10, 1950, but no 
such arrangements have been made 
with banks in other areas. 


Concentration of Foreign Exchange, Etc. 

In order to secure normal foreign 
transactions and to economically en- 
force exchange control, a two-stage 
procedure is followed. First, foreign 
exchange is sold by the holders to the 
foreign exchange banks, and then the 
foreign currency proceeds of the ex- 
change bills are concentrated in the 
hands of the FECB. 


Any resident of Japan who has ac- 
quired foreign means of payment or 
foreign currency claims is required to 
sell them to foreign exchange banks 
within 10 days from the date of acquisi- 
tion. In case he is unable to sell them, 
he must register them with the Bank 
of Japan. 


In the case of foreign currency funds 
expressed in sterling, or foreign cur- 
rency ciaims payable under an open 
account, foreign exchange banks are 
not allowed, under the terms of the 
financial agreements, to hold individual 
exchange balances. In the case of 
sterling balances, they must be con- 
centrated in the FECB account, but 
exchange balances in US dollars may 
be held by the individual banks. Since, 
as already explained, Japanese foreign 
exchange banks are allowed to hold 
such balances in the form of sub-re- 
cords under the FECB deposit account 
with American banks, they possess a 
so-to-say right of claim against such 
deposits. 


As the FECB is a foreign currency 
funds concentrating agency, foreign 
exchange banks may obtain cover from 
the Board for their forward exchange 
contracts with customers. 


Any resident of Japan who has ac- 
quired foreign currency securities is 
required to register them with the 
Bank of Japan within 10 days from the 
date of acquisition. Any non-resident 
who brings with him to Japan foreign 
means of payment is required to regis- 
ter them in the foreign exchange re- 
cord book or foreign currency record. 
When a non-resident wishes to deposit 
yen currency which has been received 
as a lawful payment, such deposit 
must be made in a non-resident deposit 
account. When such a person acquires 
other claims and securities expressed 
in yen currency, he is required to re- 
gister them with the Bank of Japan, 
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Foreign Exchange Rates and Designated 

Currencies 

The standard exchange rate for yen 
has been set at ¥360 to the US dollar 
and by arbitration the yen-sterling 
rate has been set at ¥#1,008 to the pound 
sterling. At the same time only the 
US dollar and British sterling have 
been recognized as the foreign curren- 
cies which may‘be used for expressing 
the means of payment for settling for- 
eign transactions. Other currencies are 
not recognized. 


The buying and selling rates of tre 
FECB and of the forcign exchange 
banks have been Officially fixed as fol- 
lows, with no distinction made between 
spot and forward rates: 


FECB RATES 
Kind of exchange PerUS Per pound 
dollar sterling 
T.T. buying .. 3359.65 71,007.02 
Sight buying .... 3359.15 1,004.9! 


FOREIGN EXCHANGE BANK RATES 
Kind of exchange PerUS Per pound 


dollar sterling 
Acceptance ...... 361.55 71,012.34 
T.T. buying .... %358.95 1,005.17 
Sight buying .... %358.45 ‘1,003.66 


Foreign Exchange Budget 

In order to give practicability to the 
plan for the utilization of foreign cur- 
rency funds and also to eradicate ar- 
bitrariness of bureaucratic control, a 
foreign exchange budget is drawn up 
and published every quarter by the 
Ministerial Council. Since this budget 
is different from the budget referred to 
in the Constitution, it does not require 
the approval of the Diet. In drawing 
up the budget, the following require- 
ments must be observed: (1) a careful 
forecast must be made of the possible 
usable amount of foreign exchange, (2) 
consideration must be given to the 
convertibility and transferability of 
currencies, and (3) a reserve fund must 
be established, 


Methods of Settlement 

There are three ordinary methods of 
effecting settlements for the payment 
or receipt of foreign exchange arising 
from both visible trade and invisible 
trade. These are (1) settlement by 
British sterling, (2) settlement by open 
accounts and (3) settlement by 
US dollar. The ordinary method 
of settlement with the _ sterling 
areas is by British sterling. An a pe 
account settlement is a system | of 
settling accounts whereunder all re- 
ceipts and payments between two trade 
agreement 
credited on the books of a specified 
agency and set off at specified periods. 
Only the balance remaining at the end 
of the period is settled in cash. This 
arrangement is designed to avoid pay- 
ment in world-short US dollars, and 
to maintain an equilibrium between 
international receipts and payments. 
Such open accounts have been opened 


countries are debited or - 


with Korea, Formosa, Hongkong, 
French Indo-China, Indonesia, the 
Philippines, Thailand, Finland, Sweden, 
Western Germany, the Netherlands, the 
French Union, Spain, Brazil and Ar- 
gentina, 15 in all. Ordinary settlements 
with these areas are made through the 
open accounts. Ordinary settlements 
with all other areas are made in US 
dollar. 


On top of this basic principle of 
settlement, additional conditions are at- 
tached in setting up standard methods 
of settlement for exports, imports, in- 
visible trade receipts, invisible trade 
payments, remittance of shipping 
freight income, remittance of freight 
insurance premiums, receipt of the 
proceeds of goods sold to the Occupa- 
tion Forces, etc. When such standard 
methods of settlement are followed, 
generally no license from the com- 
petent government agency is required, 
and a certification and/or authorization 
of a foreign exchange bank is sufficient. 


Export Trade Control 

It is the principle of export trade 
control to freely permit exports when 
exchange banks certificate that pay- 
ments for the exports are assured. The 
certification of a foreign exchange 
bank is sufficient when a settlement is 
to be made by a standard method. How- 
ever, the approval by license of the 
Ministry of International Trade & In- 
dustry is required for the export of 
specified items, export of goods under a 
processing deal contract or by barter, 
and export of goods under payment 
terms other than standard methods of 
settlement. The approval of the Minis- 
try of International Trade & Industry 
is separately required for processing 
deal contracts and barter trade con- 
tracts. Exporters must take due ac- 
count of the laws against unfair com- 
petition in the country of final destina- 
tion of the goods exported. 


Import Trade Control 

In accordance with the stipulations 
by the Ministerial Council and on the 
basis of the foreign exchange budget, 
the Ministry of International Trade & 
Industry announces from time to time 
the items of goods for which approval 
by license of import may be granted, 
the sources, import limits, the quarter 
in which the goods must be shipped, 
the margin rate and other essential 
particulars. On the basis of this an- 
nouncement, the importer applies to a 
foreign exchange bank for approval by 
license of import, putting up the re- 
quired margin. After an approval is 
received, the importer may request the 
issuance of a letter of credit. There 
are three kinds of approval, namely, 
approval requiring the prior allocation 
of foreign exchange funds by the 
Ministry of International Trade & In- 
dustry, “first-come, first-served” ap- 
proval and automatic approval. The 
prior allocation of foreign exchange 
funds is required in the case of essen- 
tial import commodities for which the 
other two methods of approval are in- 
appropriate. Under the “first-come, 


first-served” approval, the foreign ex- 
change bank refers the application to the 
Bank of Japan (proxy for the FECB) to 
see whether or not there is a balance in 
the foreign exchange budget for the 
commodity and purchase area. The 
Bank of Japan approves the applica- 
tions in the order of their receipt (in 
case Of a tie in the order, the choice 
is made by a drawing). As this sys- 
tem induced speculative import ap- 
plications totalling several thousand 
times the approvable amount, the 
foreign exchange banks had a difficult 
time in making proper dispositions of 
such applications. 


In order to avoid the irrationality of 
this system, an automatic approval 
system was adopted, whereby an im- 
porter can obtain approval by filing an 
application for import license upon re- 
cept of a firm offer from an Overseas 
seller. On the one hand, the margin 
rate was raised and the applications 
were invalidated when letters of credit 
were not opened within 20 days from 
the date of approval, while on the 
oth.r hand adequate forcign exchange 
budget was provided. This system has 
been favorably received and in the 
future the greater part of imports are 
expected to be made under this system. 


The prior license of the Ministry of 
International Trade & Industry is re- 
quired in applying to a foreign ex- 
change bank for an import approval 
in the case where importation is to bo 
made in excess of the import limit 
specified in the import announcement, 
or where importation is to be made 
from a source other than the area 
specified in such announcement, or 
where shipment is to be made during 
a period other than the specified ship- 
ping period, or where settlement for 
import is to be made by a method other 
than the standard methods of payment. 


Thus there is a specified limit to the 
effective period of the import approval 
given by a foreign exchange bank. In 
case importation of goods is not made 
by the end of the period, the margin 
is confiscated. In view of the rising 
trend of the world prices of essential 
commodities owing to the hurried pur- 
chases of strategic raw materials by 
the countries of the world, a system 
which will enable a long-term forward 
purchase of g20ds has become necessary 
in Japan also. In order to meet this de- 
mand, the quarter during which ship- 
ments must be made is now specified 
in the import announcement and the 
margin has been recently reduced to 
about 1%. 


Import letters of credit issued by 
Japanese foreign exchange banks gen- 
erally provided for the drawing of 
sight drafts. Domestically, however, 
a usance arrangement has been pro- 
vided by the Bank of Japan for the 
benefit of importers. In accordance 
with the purport that the FECB should 
not provide domestic finance, the Bank 
of Japan purchases foreign currency 
funds from the FECB and lends such 
funds to the foreign exchange banks 
for use as margin for openin~ letters 
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of credit and: for paying import drafts. 
Repayment of the loans may be made 
by the foreign exchange banks in three 
to four months after the arrival of the 
import drafts. Payments to the for- 
eign exchange banks by the importers 
are likewise deferred until the due 
date of the loans. 


Invisible Trade Exchange Control 
Invisible trade exchange control Is 
effected under detailed provisions 
covering various items. Roughly stat- 
ed, acts which result in receipt of funds 
from abroad are relatively free and 
the license of ithe competent minister 
is not required if settlement is to be 
made by a standard method of pay- 
ment. Acis which result in foreign 
payments require the license of the 
competent government agency at the 
stage of the casual act. For example, 
payments based on contracts are con- 
trolled at the stage of concluding the 
contracts. Payments within the 
amounts so licensed require no further 
license at the time of payment, Pay- 
ments pertaining to investments are 
controlled at the stage of the acquisi- 
tion of the claims, securities, real estate, 
etc. and no further license is required 
in making payments within the 
licensed amounts. All other acts which 
escape this control net are controlled 
at the time of effecting payments. In 
order to supplement the control of the 
normal payments and receipts through 
the banking channel, the export and 
import of means of payment, precious 
metal, securities, etc, are controlled. 


When viewed from a different angle, 
yen currency transactions between re- 
sidents and foreign currency  trans- 
actions between non-residents are free- 
ly permitted. On the other hand, 
transactions of residents with non-re- 
sidents are subject to restriction even 
when they are expressed in yen cur- 
rency. Foreign currency transactions 
between residents are strictly restrict- 
ed. Yen currency transactions between 
non-residents are also restricted. 


For the remittance of freight income 
and freight insurance premiums by the 
Japan branches of foreign shipping and 
insurance cOmpanies to their head of- 
fices abroad, a simple procedure is pro- 
vided. So long as specified conditions 
are complied with, they are exempted 
from the requirement that applications 
must be filed with the competent gov- 
ernment agency with respect to ship- 
ping contracts and freight insurance 
contracts expressed in foreign curren- 
cies. Authorization by a foreign ex- 
change bank as a standard method of 
settlement is sufficient for an interim 
remittance of 90% of their freight in- 
come and freight insurance premiums 
received in yen currency and for ad- 
justing and settling the balance every 
three months or six months by the 
— of net liability to the head of- 

ces. 


Convertible Yen Account 

The “foreign trade payment certi- 
ficates’ which had been circulating in 
Japan before July 1, 1950 were with- 


PRICE SITUATION IN JAPAN 


The Trend of Prices During the One 

Year Ending March 1950 

The Dodge _ stabilization program 
which was put into effect from April 
1949 not only caused prices in Japan 
to take a levelling-off trend after hav- 
ing continuously soared under an in- 
flationary policy following the surren- 
der, but also established a _ single 
exchange rate at Y360 to the US dollar 
as the goal for the stabilization of the 
value of yen. 


Owing to the existence of price con- 
trol for certain commodities and the 
absence of price control for other com- 
modities, there are in Japan dual prices, 
namely, official prices and blackmarket 
prices, for those commodities which are 
subject to price control. As the prices 
for commodities not subject to price 
control are determined in the free 
market, such prices are commonly 
called “free prices,” as distinguished 


from blackmarket prices. When we 
said in the preceding paragraph that 
prices in Japan took a_levelling-off 
trend during the one year ending March 
1950, we meant that the “effective 
prices,” comprising official, blackmarket 
and free prices, showed no material 
changes during the period. However, 
each of these three different prices has 
an independent movement of its own, 
as shown below, and for a_ study of 
price movements in Japan it is appro- 
priate to take the blackmarket and free 
prices, rather than the official prices, 
because the former two prices more 
truly reflect the economic situation 
than the latter does. 


Owing to the decrease in the effective 
demand in consequence of the enforce- 
ment of the Dodge stabilization pro- 
gram, both the blackmarket and free 
prices registered a heavy decline (a 
decline of 32% for both producers’ 


drawn thereafter and all domestic 
transactions, irrespective of the na- 
tionality of the parties concerned, are 
now required as a general rule to be 
in yen currency in accordance with 
the New Exchange Control Law oi 
Japan. At the same time all bank ac- 
counts in foreign currencies were 
abolished and replaced by convertible 
yen accounts under the control of the 
Japanese Government, Such convertible 
yen accounts are kept with foreign ex- 
change banks and are 100% convertible 
into foreign currencies. No license 
from the competent minister is re- 
quired for making foreign payments 
from such accounts. They are ap- 
proved as a standard method of settle- 
ment for the payment of merchandise 
trade and invisible trade. The yen 
proceeds of the dollar or sterling ex- 
change sold to foreign exchange banks 
are deposited in this convertible yen 
account and, depending upon whether 
the source of the yen deposit was US 
dollar or sterling, the account is divid- 
ed into two categories of A and B Ac- 
counts. From A account only US dol- 
lars can be purchased, while from B 
account only British sterling can be 
purchased. The convertible account is 
further divided into a business account 
and a non-business account. 


As a general rule, only non-residents 
and residents other than Japanese na- 
tionals may open convertible yen ac- 
counts. For this purpose, application 
must be filed with the Bank of Japan 
through a foreign exchange bank. Pay- 
ment of funds from a convertible yen 
account is made by drawing a con- 
vertible yen check on a specified form. 
This check may be paid to any person. 
In the case where the payee keeps a 
convertible yen account, the check may 
be deposited to the credit of this ac- 
count and the convertibility is thereby 
continued. However, when the payee’s 
name is not indicated in the check, or 
when the check is made payable to the 
bearer, or when the payee has en- 
dorsed and transferred it to another 


person, the convertibility into foreign 
currency is lost, with the result that 
the check comes to possess the same 
status as that of an ordinary check. 


The Achievements of the New Foreign 
Exchange Control Law and 
Unsolved Problems. 

The enactment of the New Foreign 
Exchange Control Law was a really 
Significant aciion and great changes 
have taken place since its promulga- 
tion On December 1, 1949. It is not too 
much to say that the law has proved to 
be a _ success. 


However, problems’ requiring solu- 
tions are expected to arise in the face 
of the ever changing world conditions 
in order that Japan may achieve a 
self-sustaining economy after having 
succeeded in checking the pcstwar in- 
flation. In fact, the following problems 
have already presented themselves: 


1. The Foreign Exchange Special 
Account, which is a setup comprising 
a foreign exchange concentrating ma- 
chinery subject to budgetary and ac- 
count settlement requirements which 
are basic concepts of fiscal laws, is 
deficient in smooth operation because 
of budgetary restrictions, 


2. Though foreign nationals and 
foreign banks are treated equally with 
Japanese nationals and banks under the 
law, there are transitory difficult pro- 
blems in the application of the law to 
foreign nationals and foreign banks. 


3. As there is a great difference be- 
tween foreign firms and banks on the 
one hand and Japanese firms and banks 
on the other in respect to their finan- 
cial standing and available facilities, 
there is need to give consideration to 
the adjustment of these differences. 


4. Owing to inadequate: access to 
first hand information from abroad, an 
appropriate, effective operation of the 
law is difficult. 


good 
ome 
a r 
price 
whic 
fell 

t 
Mar 
spre 
blac 
to t 
free 
offic 
pros 
fiati 
pric 
red 
bee! 
dov 
was 
red 
ing 
ratl 
ject 
circ 
be 
abo 
to 
sho 
the 

| 
\ spe 
Ma 
mal 
rise 
sho 
cha 
T 

pri 
lev« 

ha 
exc 

In 
levi 
pre 
rate 
her 
wh 
Sta 
As 

is 
rate 
sali 
dul 

ti 
pri 
ma 
pri 
I 

de 
ave 

194 
pri 

to 

ca 
| sin 
de 

fo 

be 

Ww 

in 

be 
me 

nu 

1 

tho 


1951 


FAR EASTERN ECONOMIC REVIEW 


255 


goods and consumers’ goods during the 
one year ending March 1950). As 
a result, the ratios of the official 
prices to the blackmarket prices, 
which at one time were 1 to 36, 
fell to 1 to 1.3 for producers’ goods and 


1 to 1.5 for consumers’ goods as Of 
March 1950. This reduction in the 
spread between official prices and 


blackmarket prices was due not only 
to the heavy fall in blackmarket and 
free prices, but also to the rise in the 
official prices. The Dodge stabilization 
program, aimed as it was to arrest in- 
flation and thereby restore a normal 
price structure, either abolished or 
reduced the price subsidies which had 
been hitherto paid in order to keep 
down the official prices. Whereas it 
was intended to cover the abolished or 
reduced amounts of subsidies by lower- 
ing the cost of production through the 
rationalization of operations, this ob- 
jective failed to be realized. Under the 
circumstance, the official prices had to 
be raised to cover the reduction or 
abolition of price subsidies. According 
to the wholesale price index!, which 
shows the movement of official prices, 
the prices of producers’ goods and con- 
sumers’ goods rose 26% and 6%, re- 
spectively, during the one year ending 
March 1950. By the decline in black- 
market prices and free prices and the 
rise in official prices, the effective prices 
showed practically no significant 
changes during the year. 


The question arises as to whether the 
prices in Japan which had taken a 
levelling-off trend during this period 
had reached the point indicated by the 
exchange rate of Y360 to the US dollar. 
In order to find this appropriate price 
level for Japan, we shall compare the 
present exchange rate with the prewar 
rate (average for 1934-36; the same 
hereinafter) and also ‘the present 
wholesale price index in the United 
States with that of the prewar index. 
As the present exchange rate of Y360 
is approximately 115 times the prewar 
rate of Y3.10 and as the average whole- 
sale price index in the United States 
during 1949 was approximatetly 1.9 
times the prewar index, the appropriate 
price level in Japan should be approxi- 
mately 220 times (1151.9) the prewar 
price level in Japan. 


In this connection, it is necessary to 
determine the index number of the 
average price level in Japan during 
1949 as compared with the prewar 
price level. Though it would be ideal 
to take the effective price index, we 
cannot but take a substitute’ index, 
since there is in the effective price in- 
dex no accurate composite price index 


for producers’ goods and consumers’ 
goods. Under the circumstance, we 
believe it appropriate to take tna 


wholesale price-index in this instance 
in view of the reduction in the spread 
between the Official prices and black- 
market prices and the decrease in the 
number of items for which official 


1. The price indices used in this article are 
those prepared by the Bank of Japan. 


prices have been set up.2 According 
to the wholesale price index, the aver- 
age price level in Japan during 1949 was 
approximately 208 times the prewar 
level. Though this level was lower than 
the theoretical level of 220 times in- 
dicated by the above calculation, it 
should increase to 249 times in case the 
price subsidies (included in the Official 
prices for the purpose of artificially 
checking the Official prices) are abolish- 
ed and added to the prices, instead of 
being absorbed by rationalization of 
operations. So it may be said that by 
March 1950 the price level in Japan 
had not yet fully settled to the level 
indicated by the Y360 exchange rate. 
This fact indicates that when the price 
subsidies are abolished, Japanese: prices 
will be higher than foreign prices. 


The Trend from April 1950 to the 

Outbreak of the Korean War 

Before taking up the trend of prices 
since April this year, it is necessary to 
observe the movement of prices since 
the beginning of the year, Inasmuch 
as it is appropriate, as already explain- 
ed, to take the blackmarket prices and 
free prices for studying the trend of 
prices in Japan,*we shall here consider 
chiefly the movements of these two 
types of prices. 


The Dodge stabilization program haa 
been implemented in the form of an 
adjustment by banking operations of 
the strong deflationary trend in the 
government’s fiscal operations and of 
building up thereby a_ disinflationary 
line. In order to cope with the decrease 
in the effective demand resulting from 
this deflationary trend, the various en- 
terprises strove to tide over the situa- 
tion by reducing their production cost. 
As one of the means for reducing the 
cost of producing, they endeavoured to 
increase their rate of operations, but 
failed to reduce the production cost to 
the desired extent. This failure to re- 
duce the cost, coupled with the produc- 
tion increase resulting from the in- 
creased rate of operations, served to 
increase the accumulation of stock to 
a large volume. It was by accumulated- 
inventory loans or by transfer of ac- 
cumulated stocks of goods to the various 
“Kodans” (public corporations charged 
with the exclusive purchasing and sell- 
ing of commodities) that those enter- 
prises carrying heavy stock of goods 
were able to exist under such a situa- 
tion. However, when these accumulat- 
ed stocks were dumped in the market 
or released for sale during January- 
March of this vear for the purpose of 
raising funds for tax payments or of 
preparing for the abolition of the 
“Kodans,” the blackmarket prices and 
free prices of goods, particularly tex- 
tiles which constituted the major por- 
tion of accumulated stocks, registered 
a steep decline. As shown in Table I, 
the prices of consumers’ goods and pro- 
ducers’ goods fell by approximately 
20%, and 10%, respectively, during 
this period. 


2. According to the Fourth White Paper pub- 
lished by the Economic Stabilization Board, the 
number of items subject to price control decreased 
from 2,128 as of April 1949 to 531 as of April 
1950. 


TABLE I 
INDICES OF BLACKMARKET PRICES 
AND FREE PRICES 


Producers’ goods Consumers’ goods 
(Aug. 1946—100) (Sept. 1945— 100) 


Compari- Compari- 

son with son with 

Month Average preceding Average preceding 
month month 
1950-Jan. .. 375 a 625 — 4.6 
Feb. 364 573 
Mar 338 ants 533 
Apr 327 492 
May 322 oa 481 
June 324 + 0.7 480 0.2 
July 337 +. 3.9 501 + 4.4 
Aug. 368 +. 9.2 571 +. 14.0 
Sept. 400 + 8.9 553 an 68 


Source: Statistical Bureau, Bank of Japan, 


After April, when the dumping sale 
or release of accumulated stocks had 
come to a stop, both the blackmarket 
and free prices began to recover, as 
shown in Table I. stimulated by the 
rise in foreign prices and activity of 
exports due to the business recovery in 
the United States, and also the mani- 
festation of the potential domestic de- 
mand as the result of the sharp fall in 
prices. In the case of consumers’ goods, 
the tempo of price decline slowed down 
in May to 2.2% of the preceding month, 
and by June their prices turned to a 
slight increase of 0.2%. In the case of 
producers’ goods, the tempo of price 
decline slowed in April to 3.1% of the 
preceding month and by June their 
oy turned to a slight morease of 
0.7%. 


The same trend can be seen in th? 
case of the wholesale price index after 
April 1950. During this same period 
an increase of approximately 1% was 
registered, with the metals and metal 
products showing the’ greatest gains 
(see Table II). 


The Trend since the Outbreak of -the 

Korean War 

With the outbreak of the Korean 
War, prices, which had been recovering 
since April, sharply turned upward. 
During the three months after the out- 
break, the blackmarket prices and free 
prices rose 15% for consumers’ goods 
and 22% for producers’ goods (see 
Table I), while the wholesale prices in- 
creased approximately 13% (see Table 
II). This rising trend was chiefly due 
to the rise in foreign prices, but it can- 
not be denied that speculation was re- 
sponsible to a certain extent. 


The rise in the foreign prices of 
strategic industrial raw materials dua 
to the rearmament boom has affected 
prices in Japan in the following way: 
In the export field, we can think of two 
cases of price increase: one case is 
where the rise in the Overseas prices 
of export goods directly affects the 
domestic prices; the other case is where 
the domestic prices rise because of the 
scarcity of the domestic supply of goods 
due to active exports. Representative 
cases of a rise in prices due to the com- 
bination of these two factors are found 
in such non-ferrous metals as copper, 
zinc and tin, and such textiles as cotton 
yarn and cloth. According to Table III 
showing the trend of quotations 


256 | 


FAR EASTERN ECONOMIC REVIEW 


Ma rch 


of commodities during the four months 
since the outbreak of the Korean War, 
price increases ranging from 40% to 


for woollen yarn. The steep rise in the 
prices of staple fibre and rayon filament 


domestic price has risen in the case of 


crude rubber, the rise resulting from. 


higher import prices has not yet fully 


50% have taken place. However, the manifested itself. For the present, the 
price increases have not been necessar!i- , . rise in domestic prices may be said to 
ly uniform for all commodities, as may foreign prices, but this kind of specu- have been prompted by the higher for- Re 


be seen from the percentage increase 
of 81% for staple fibre yarn and of 13% 


lation appears to have disappeared late- 
ly. In the import field, though the 


TABLE II 
WHOLESALE PRICE INDEX IN TOKYO 
(January 1948 — 100) 


eign prices of export goods rather than 
by the higher cost of import goods. 


Edible 


Metals & Miscel- Comparison 
Month farm Other Textiles Fuels metal Building Chemicals laneous All with preced- 
products food-stuffs products materials soods commodities ing month 
% 
0S aaa, 292.4 258.3 319.8 316.4 . 245.9 216.3 219.7 229.4 267.7 + 4.0 
Saye 294.0 250.7 309.8 315.0 247.8 217.3 221.5 231.8 265.9 au» Wee 
mer. osccdeneeee 297.2 248.2 206.1 313.2 249.5 214.5 237.7 233.3 266.6 + 0.3 
Ape, iit: 27S] 311.3 247.0 207.8 293.3 248.8 211.1 238.3 235.6 266.4 + 0.1 
ee 315.6 242.9 $17.1 286.3 253.0 210.0 238.1 237.8 267.6 + 0.5 
eee 317.6 244.1 $25.1 286.8 259.4 200.9 238.0 239.4 269.1 + 0.6 
SO cccccedbauns 347.0 250.1 359.3 284.2 286.6 212.3 238.7 246.4 284.4 + 5.7 
RUB. coccreedeen 327.6 255.5 409.0 286.3 310.2 227.9 278.2 263.1 298.1 + 4.8 
Sept ee 315.4 256.2 417.6 287.0 350.3 235.7 274.7 281.0 304.8 + 2.2 
Source: Statistical Bureau, Bank of Japan. 
TABLE 
RECENT QUOTATIONS OF PHINCIPAL COMMODITIES 
(Amounts in US dollars) 
June 30, 1950 July 31, 1950 Aug. 31, 1950 Sept. 30, 1950 Oct. 31, 1950 
Commodity Unit Amount Index Amount Index Amount Index Amount Index Amount Index 
yarn 400 Ibs $61.11 100 666.66 184.6 611.11 169.2 527.77 146.2 513.88 142.3 
Gere (Ca, 1 lb. 0.66 100 1.62 156.9 1.05 161.5 1.11 170.8 1.18 181.5 
Yarn 1 lb. 4.16 100 4.02 96.6 4.62 111.1 5.00 120.2 5.138 113.3 
Edectrolytic COMPO .ccccccccccccesces 1 ton 441.66 100 472.22 106.9 491.66 111.3 555.02 125.7 625.00 141.5 
1 ton 1,694.01 100 1,763.88 104.1 1,944.44 114.8 2,166.60 127.9 2,583.33 152.5 
1 ton 319.40 100 $75.00 117.4 480.55 150.5 483.30 151.6 500.00 156.5 
et) eee 1 baie 327.70 100 450.00 137.3 494.40 150.9 519.40 158.5 519.44 158.5 


Note: The above amounts in US dollars represent the equivalents of the domestic yen prices converted 


US dollar. 


Apart from higher foreign prices, the 
procurement demands of the United 
Nations Forces and the speculative pur- 
chase of goods in the light of the 
Korean War developments may be 
considered as the factors responsible for 
the recent rise in prices. Typical ex- 
amples of commodities the prices of 
which have been affected by these fac- 
tors are cement, lumber, iron and steel 
and foodstuffs (in the case of iron and 
steel, their prices have been consider- 
ably affected by the rise in foreign 
prices). However, though it is true 
that at least temporarily these factors 
have served to raise the domestic 
prices, they are by now, after a lapse 
of four months since the outbreak of 
the Korean War, operating merely as 
secondary factors. The primary factor 
now guiding the movement of prices in 
Japan after the outbreak of the War is 
the rising trend of prices abroad. 


While it is true that the prices of 
certain commodities have risen far 
above the percentage rise in foreign 
prices, a hasty conclusion cannot be 
drawn therefrom, since the comparison 
of the percentage rise itself is subject 
to different conclusions depending upon 
the selection of the base period in view 
of the wide fluctuations in the move- 
ment of prices in Japan. 
consideration is given to the fact that 
the domestic prices of certain commod- 


Moreover, if. 


ities in the period before the Korean 
War were lower than the foreign prices 
of such commodities, we cannot hastily 
judge the movement of prices merely 
by comparison .of their percentage rise. 
Nevertheless, comparison of the per- 
centage rise should be permissible for 
roughly judging the trend of prices. 


A comparison of the percentage rise 
in the wholesale price index of Japan 
with that of the United States during 
the period from June to September 
1950 shows that the percentage rise in 
Japan was 13% against 8% in the 
United States. The higher percentage 
rise in Japan was partly due to the 
abolition or reduction of price subsidies 
on iron and steel and fertilizer during 
July and August. As pointed out in 
the preceding section, the domestic 
prices become relatively higher than 
foreign prices once price subsidies are 
totally abolished and the _ resulting 
higher cost of raw materials cannot be 
covered by rationalization of operations. 
Herein lies the reason why Mr. Joseph 
Dodge, upon his arrival in Japan for a 
third visit, stressed the need for ration- 
alization of operations, especially the 
modernization of equipment, 


A fact which should not be over- 
looked in observing the recent move- 
ment of prices is the growingly inten- 
sified trend of cheaper prices of finished 
products against higher cost of raw 


at the rate of Y350 to the 


materials due to a 22% rise in the 
blackmarket and free prices of pro- 
ducers’ goods against a rise of only 
15% in consumers’ goods since the out- 
break of the Korean War. Such a 
phenomenon was caused by the rise in 
foreign prices. Generally speaking, 
because of the more varied demands for 
raw materials than for finished pro- 
ducts, the percentage rise in the prices 
of the former is greater than those of 
the latter. This phenomenon of cheaper 
prices of finished products against 
higher cost of raw materials is most 
likely to become more and more pro- 
nounced hereafter in Japan in view of 
similar trends abroad, the future import 
of high cost materials and the possibil- 
ity that the domestic purchasing power 
for consumers’ goods will not expand 
much under the policy of giving prior- 
ity consideration to capital accumula- 
tion. From this viewpoint also, 
modernization of equipment is strongly 
demanded in order to absorb the high 
cost of raw materials. 


In short, the road toward the price 
level indicated by the exchange rate 
of Y360 to the US dollar is not an easy 
one, and Japanese entrepreneurs should 
not rest at ease in the belief that the 
rise In domestic prices since the out- 
break of the Korean War is due to the 
rise in prices abroad. A _ full-scale 
rationalization of industries is absolute-. 
ly essential. 


the 
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FINANCIAL 


HONGKONG FREE EXCHANGE & 
GOLD MARKETS 


Review for the week February 19-24:— 
GOLD:— Highest & lowest rates 


per .945 fine tael (—577.584 grains or 


37.42684155 metric grammes or 1.2033 
ozs troy) $330%—325 equiv to .99 fine 
tael and oz prices of $345.97—340.47 
and $287.51—282.94 resp. Crossrates 
US$46% high, 46% low. 


Highest & lowest rates for the week 
Feb. 19—24:— $328-7/8—325: $331% 
—328-1/8; $330144—326-1/8; $3284%%2— 
325-3/8; $329-5/8—327: $329-5% — 
32642. 


Interest favored sellers and totaled 
for the week 62 cents per tael, approx. 
a yield of 10% p.a. for hedgers. Con- 
tracts totaled 228,500 taels (daily 
average 38,100). Positions taken over- 
night averaged 113,500 taels. Cash 
sales: 54,420 taels (of which 20,420 offi- 
cially listed, 34,000 unofficiaily arrang- 
ed). Imports: 26,500 taels mainly from 
Macao with only 800 from Manila. Ar- 
rivals last week in Macao: 35,000 ozs. 
Exports: 29,000 taels, shipped to India 
8000, to Singapore 13,000, to Bangkok 
8000. Differences paid for export bars 
of .99 fineness $14.90— 15.60 (for .97 
fine $6.50). Local goldsmiths took up 
1420 taels for sales to the public in 
form of crudely manufactured jewelry 
(mostly of .99 fine). Interest hedgers 
(or marginal holders) bought 24,0v0 
taels, 


Macao prices per .99 fine tael $338% 
—333. Canton prices per .99 fine tael 
HK$335—331. Business in Canton 
though illicit remains active and trad- 
ing is smoothly conducted. 


In recent weeks imports of Philip- 
pine mined gold has been noticed here. 
Manila prices (black market) per fine 
oz range from 145—150 pesos which 
equals only a little over US$35 (the 
official rate of gold is 70 pesos or 
US$35 at the official exchange rate 
but at the black market rate one US$ 


‘in gold. 


REPORTS 


costs 3.60—4 pesos against officially 
only 2 pesos). In Far Eastern markets 
gold usually fetches a higher price 
(crossrate) than in Hongkong—Singa- 
pore e.g. paying some 15—20% more 
than Hongkong. 


The outlook is more stable now as 
the Korean war developments have 
turned decidedly in favor of the UN. 
Nervousness has somewhat subsided 
and hoarding of gold has lost much of 
its appeal. Stocks have increased in 
recent weeks and as new contracts 
(cif Macao prices US$ 45.70 for some 
19,000 ozs last week) are being ‘con- 
tinually signed prices here should ex- 
perience weakness. 


Some refugee capital from indivi- 
dual Chinese has recently arrived in 
the Colony and part of it was invested 
The Chinese Govt, through 
its agents here, is also piling up funds 
—a reassuring sign for the community 
as no tension with Peking is thus an- 
ticipated. The Pao Sang native bank, 
acting largely for communist authori- 
ties, has been increasing its gold stock 
and ‘bought last week over 60,000 taels 
for cash, both here and in Macao. This 
purchase indicated that the Chinese 
treasury was in good shape and that 
foreign exchange balances were slow- 
ly rising. 


SILVER:— Prices per teal $6.06-6.08, 
per dollar coin 3.85—3.87, per 20cts. 
coins 2.95—2.97. Market steady with 
only 65,000 taels transacted. Stocks 
diminish. Exporters are building up 
reserves for eventual shipment abroad. 
Imports from China negligible; small 
lots arrived from Indonesia. 


US$:— Highest & lowest rates per 
US$100, for notes HK$6154%—607%, 
DD 614%—605, TT 618%—610, equiv. 
to crosses of US$2.586—2.623. 


Prices per day, from Feb. 19—24: 
TT New York HK$613—610; $618— 
613%; $617 — 614%; $614 — 611; 
$61814—614:. $618—6141%4 


Sales: TT US$680,000, DD and notes 
570,000. Demand was increasing while 
overseas Chinese remittances were 
hardly offered in the market. Far 
Eastern buyers of TT New York are 
coming to Hongkong as local cross is 
the lowest in the whole area. 


BANK NOTES:— Philippine pesOs 
gained slightly in line with higher US$ 
rates, from HK$1.63 to 1.66 (in Manila 
US$ quoted between 3.50—4 pesos, 
which means that the peso on the 
black market suffered a depreciation 
of about 50%). Indochina piastre, per 
100, quoted on the spot market from 
$13.10—13.45 (forward price 12.50). 
Japanese yen and Siamese baht wea- 
kened, quoting $144—149 per 10,000 
yen, and $26.70 — 27.10 for 100 baht. 
Malayan dollar appreciated from 
$175—182 per 100 (official rate 187). 
Indonesian rupiahs stood at $34 per 
100. 


Rates per one curency unit: British 
pound $15.58—15.67, Australia 12.50— 
13.20 Canada 5.71—5.75, India 1.164— 


1.17, Burma .88, Ceylon .97, Macao 
1.08, Taiwan .40. 
CHINESE EXCHANGE:—  Offficial 


rates of the People’s Bank remained 
unchanged at the following  buy- 
ing/selling rates (in PB$): London 
62,350—62,970, New York 22,890— 
23,130, Hongkong 3880—3920. 


The black markets in China, as far 
as exchange is concerned, were almost 
dead. Local rates for PB notes (per 
one million) from HK$227—239 (or 
PB$4180—4450). PB$ here depreciated 
against official rate 8—15%. Reasons 
for this decline were military reverses 
in Korea, limitation of travellers be- 


tween Hongkong and Kwangtung.. 
Sales: PB$105 million. 
Local remitttance rates between 


Hongkong and Canton per one million 
Chinese money HK$2154%—234™% (or 
PB$4260—4640 per one HK$, a depre- 
ciation of 10—20% of PB$). Sales. 
PB$240 million. Remittances through 


HEAD OFFICE: 4A DES VOEUX ROAD, CENTRAL, HONG KONG. 


ESTABLISHED 184] 


GILMAN &€ COMPANY LTD. 
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@ SHIPPING AND 
@ LLOYDS AGENTS 


INSURANCE 


CABLES: GILMAN HONG KONG. 


— — 
of 
ly 
to 
3 Ean 
> oO 
| 
%o 
KO. 
| 
i 


258 


FAR EASTERN ECONOMIC REVIEW 


March 1 


official banks in Hongkong were almost 
nil, the free market doing all the 
business. 


HK$ remittances to Canton and vice 
versa quoted 98—99.10 per 100 in Can- 
ton: this big discount being due to the 
difficulty experienced by Chinese to 
carry HK notes from Ching into Hong- 
kong (vigilance by the communist 
guards imereased). Sales: 
HK$135,000. 


Gold and US$ remittances between 
Hongkong and Shanghai quoted 1010— 
1015 and 920 respectively per 1000 in 
Shanghai. Rates were nominal as 
business stagnant. Gold and US$ re- 
mittances between Hongkong’ and 
Taiwan quoted 810—840 and 880—900 
resp. per 1000 in Taiwan. Very small 
amounts transacted. 


PERMISSIBLE STERLING 
TRANSFERS FROM ONE 
COUNTRY TO ANOTHER AT 
PRESENT IN FORCE 


1. AMERICAN ACCOUNT COUNTRIES:— 
Intertransfers permitted:—U_S.A. Philippine Is- 
lands, U.S.A. Dependencies, Bolivia, Colombia, 
Costa Rica, Cuba, Dominican Republic, Ecuador, 
Guatemala, Haiti, Honduras, Mexico, Nicaragua, 
Panama, Salvador and Venezuela. 


2. TRANSFERABLE ACCOUNT COUN- 
TRIES:—Intertransfers permitted from accounts 
designated as transferable :—Anglo - Egyptian 
Sudan, Austria, Chile, Czechoslovakia, Denmark, 
including Faroe Islands and Greenland, Dutch 
Monetary Area, Egypt, Ethiopia, Finland, Greece, 
Iran, Italy, Norway, Poland, Spanish Monetary 
Area, Sweden, Thailand and Union of Soviet 
Socialist Republics. 


3. OTHER COUNTRIES: Intertransfers per- 
mitted :—Albania, Afghanistan, Andorra, Cyrenai- 
cea, Eritrea, Liberia, Libya, Nepal, Saudi Arabia, 
Southern Korea, Yemen, 


4. SCHEDULED TERRITORIES :—Intertrans- 
fers permitted. Some limitations imposed by 
local Controls in Australia, Fiji, Hongkong, India 
and Pakistan:—The British Empire (except 
Canada), British Mandated Territories of the 
Camerovns, Nauru, New Guinea, South West 
Africa, Tanganyika, Togoland and Western 
Samoa, British Protectorates and Protected States, 
Burma, Jordan, Iraq, Iceland, 


5 BILATERAL COUNTRIES:—Intertransfers 
subject to Exchange Control authorisation:— 
Argentina, Belgian Monetary Area, Brazil, Bul- 
garia, Canada, China, Formosa, French Franc 
Area, French Somaliland, Germany, Hungary, 
Israel, Japan, Lebanon, Paraguay, Peru, Portu- 
guese Monetary Area, Roumania, Switzerland and 
Liechtenstein, Syria, Tangier, Turkey, Uruguay, 
Vatican City and Yugoslavia. 


PERMISSIBLE TRANSFERS WITHOUT ANY 
FORMALITIES:—From 1 to 2, 3 and 4. From 
2 to 3 and 4, Form 8 to 4. From 6 to 4. 


SINGAPORE SHARE 
MARKET 


All sections of the Singapore Share 
Market, stimulated by the high prices 
ruling throughout for tin and rubber 
and the persistent advances in com- 
modity shares on the London Exchange, 
were very active with a considerable 
turnover. The price of tin on the 
Singapore Metal Market, after passing 
the previous recent record peak of $684 
picul with a high of $68534 on 31st 


HONGKONG CU 


RRENCY NOTES 


Average amount of Bank Notes in Circulation, as certified by the respective 


Banks. Index on Basis Figures 31st December, 1947 ($675,162,086) 
Banks 
The The The 
Hongkong Chartered Mercantile 
& Shanghai Bank of India, Bank 
Banking Australia & of Total Index 
Corporation China India, Ltd. 
$ $ $ $ 
Sist December, . 616,142,086 55,909,725 3,116,275 675,162,086 100 
Monthly Average, July/Dec., 1948 712,293,520 53,052,071 3,554,478 769,154,069 114 
Monthly Average, Jan./June, 1949 797,293,457 59,117,414 3,793,211 860,114,082 128 
Monthly Average, July/Dec., 1949 766,543,457 47,755,071 4,185,323 818,483,851 121 
Monthly Average, Jan./June, 1950 753,376,773 44,554,847 4,083,657 802,014,277 119 
July, 753,376,770 43,045,577 4,665,990 801,088,337 119 
August, 753,376,770 44,210,028 4,775,990 802,362,788 119 
September, 755,876,770 42,678,253 4,702,990 803,258,013 119 
October, 755,876,770 44,121,534 4,697,990 804,696,294 119 
December, ed 755,876,770 47,866,338 4,517,990 808,261,098 120 
Monthly Average, July/Dec., 1950 755,043,437 44,824,566 4,666,490 804,544,493 119 


HONGKONG OFFICIAL EXCHAN 


GE AND OPEN MARKET RATES 


Monthly Average, Open 
1949 Official Market 
Official Open Rates Rates 
Currency Rates Market Ist Dec., lst Dec., 
Rates 1950 19590 
1/2.27/32 1/3.39/64 1/2.13/16 1 /2.53 /64 
23.7/16 19.56 17.15/16 16.48 
1/6% 1/6.17/32 1/634 1/6.3/16 
New Zealand 1/2.13/16 1/5.13/32 1/2.13/16 1/5.17/32 ° 


Rates are quoted for TT selling. Per 


Zealand per HK$1. 


January, improved for eleven SUCCES - 
sive operating days until the metal soid 
at $783 per picul in the previous week. 


Londoners were given a preview in 
the Financial Times of February 10th 
of the notice of a dividend by a locally 
registered rubber company that was not 
published in the Malayan press until 
February 14th. Such practices are to 
be deprecated. 


Industrial shares were very firm and 
in the main small price increases were 
recorded. There was a general level 
of improvement in Sterling Tins and it 
was noticeable that the counters which 
were comparatively neglected in the 
first few days had most interest at the 
end of the week. Slight profit-taking 
was in evidence in one or two shares 
such as Pahangs which rose _ frora 
14/10% to 16/6 and closed at 16/-. 
Dollar Tins also had some improve- 
ment, but finished a little below best, 
with the exception of Petalings, which 
firmed in anticipation of an_ interim 
dividend announcement, and Sungel 
Ways—the latter share has been very 
quiet for some time, but a revival of 
of interest found buyers up to $3.00. 
The Australian Tin section showed fur- 
ther early advances, but became quieter 
with moderate business transacted at 
quotations. Rubber shares continued in 
demand and freer offerings of scrip, 


HK$100 except London, Australia and New 


although at steadily increasing values, 
brought about a large number of ex- 
changes. After a lull for a few weeks, 
the tax-free issues were again wanted 


at the reduced prices in the Local Loan: . 


Market. A fair amount of business also 
passed in the taxable loans, 


THE SUNGEI DURI RUBBER 
ESTATE, LIMITED 


(Incorporated under the Companies 
Ordinances, Hongkong) 


' Notice is hereby given that the 
{ Directors have decided to pay an 
Interim Dividend for the year end- 
ing 30th, June, 1951 at the rate of 
$3.— per share, free of tax, to be 
paid to Members on record on 16th 
March, 1951. 


The Transfer Books and Share 
Register of the Company will be 
closed from 9th. tos 16th. March, 
1951, both days inclusive, 


By Order of the Board of 
Directors, 


A. R. BURKILL & SONS, LTD. 
Secretaries & General Managers. 


Hongkong, 21st. February, 1951. 
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H.K, Constructions (O) ........++. 214 

The market last week remained very DOCKS, WHARVES, GODOWNS, Ete. * ny Ree a 1.30 
steady with practically no change in H.K. & K. Wharves 80 914 
rates and the volume of business well North Point Wharves ............+- t- 5.20  Marsman, Investments .........--- 9/- 
maintained. Several excellent dividend Sh. Hongkew Wharves 75. 
investors should be well satisfied. Dur- ~ Maplor 15 
and Bonuses were announced:— ilies COTTONS 

H.K. Electrics $2 Final, Free of Tax, Raub Mines ..................000% 4.70 

ear .10.50. won an on were in good de 

. Union Waterboats $2.50, Free Of jprinshreys ..................... g in view of the fact that raw rubber 
Tax, 1950. 1.99 Prices remain firm and government buy- 
usiness reporte uring last week, uyers would like to take advantage o 
$1,992,731. Business reported for Jan- PUBLIC UTILITIES the rather depressed sentiment obser- 
uary, 1951, $4,589,411. Business report- H.K. Tramways ..............+++ : 12.30 - ved in the share market—though in. 
ed (8th week) 1950, $1,603,855. Peak Trams (Old)... ..sseeeeees 2 recent weeks there has been a better 

Last week’s closing rates (buyers, sellers, (New) feeling and more confidence with sub- 
nominal) :— Lights 5.08 sequent higher prices. Most rubber 

(Partly 379 Shares quoted here were in demand, 

H.K. GOVT. LOANS Sh.) buyers advancing slowly their prices. 

Loan 98 92 The outlook for busines in rubbers ap- 
Macao Electrics 9 pears goods as liquidations have come 

i gy, to an end and overseas selling orders 

BANKS Bonus have not been observed for a consider- 
12.99 Sandakan Lights 8% able time. Investors will have to yield 
eed. £79%, Telephones to holders. As the political horizon is 

Chartered Bank Appearing brighter and rubber markets 
Mercantile Bank A. & B, ........ report continued sales at current record 
160 INDUSTRIALS prices, shareholders should derive even 
, larger returns from their investments 

655 Last week’s prices were mostly buy- 
China Underwriters .............. 2.00 STORES &c. ers’ quotations with the exception of 
HK, Fire 145 Datey Warms (Old) 121; Alma, Cheng, Langkats, Repah, Semam- 

12 bu and Sua Manggis which were 
H.K. & Macao Steamboats ........ 15 2.90 RUBBER COMPANIES 


HARRIMAN REALTY COMPANY, LIMITED. 


REAL ESTATE BROKERS & VALUERS, ESTATE & 
PROPERTY AGENTS 


Expert advice willingly given on all matters connected with 
the sale, purchase, renting, or letting of houses and land. 


MORTGAGES ARRANGED. 
King’s Building, 2nd Floor, Telephone: 31255 Hongkong. 
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‘Chemor United 90 
Cheng Rubbers -70 
Consolidated Rubbers 3.60 
Dominion Rubbers ......+.+e+ee005 3 THE HONGKONG ELECTRIC THE HONGKONG & SHANGHAI 
Java-Consolidateds 29 BANKING CORPORATION 
2.20 Notice to Shareholders. 
NOTICE IS HEREBY GIVEN ORDINARY YEARLY GENERAL 


stile eee 35 that the Fifty-eighth Ordinary MEETING 


bbers 
Repah Rubber 31% Yearly Meeting of Shareholders 


Samagaga Rubbers 92% will be held at the Company’s 
Semambu Rubbers .........eseee05 80 Office, 4th Floor, P, & O. Building, NOTICE IS HEREBY GIVEN 
Shanghai Kedahs ............s008. 714 on Friday, the 9th day of March, that the Ordinary Yearly General 
Shanghai KelantanS ....eeeeeeeees 1.05 1951, at il a.m. for the purpose of Meeting of the Shareholders of the 
receiving and_ considering the Re- Corporation will be held at the 
ports of the Directors and of the Head Office of the Corporation, 1 
anghai Sumatras 5% » Ay 
ie Matinads ..,...cciadelawslates 10 Auditors and the Profit & Loss Ac- Queen’s Road Central, Hongkong, 
84 count and the Balance Sheet for on Saturday the 10th day of March, 
en ee ETT eee 1.40 the year ended 3ist December 1951, at 11.30 a.m. for the purpose 
Cie Gabbers, ...civdcksdestass's .25 1950, and for the election of of receiving and considering the 
Ziangbe Rubbers .....s-eeeeeeeeees 95 Directors and the appointment of reports of the Directors and of the 
Auditors. Auditors and the Profit and Loss 
Account and Balance Sheet for the 
NOTICE The Register of Transfers of the year ended 3lst December, 1950, 


A. S. WATSON & CO., LTD. 


NOTICE is hereby given that 
the Sixty-second Ordinary Year- 
ly Meeting of the Company (since 
registration) will be held at the 
Hongkong Hotel, Hongkong, on 
Friday, 16th March, 1961, at 12 
Noon, for the purpose of receiv- 
ing the Report of the Directors, 
together with the Statement of 
Accounts for the period ended 
3lst Octover, 1950, and to elect 
Directors and appoint Auditors. 


The Transfer Books ofthe 
Company will be closed from 
Saturday, 3rd March, 1951, to 
Friday, 16th March, 1951, both 
days inclusive. 


JOHN D. HUMPHREYS & 
SON, LIMITED 


General Managers. 
Hongkong. 


Dated this 24th February, 1951, 
Hongkong. 


Company will be closed from 
Monday, the 26th of February to 
Friday, the 9th of March 1951, 
both days inclusive. 


By Order of the Board, 


Gibb, Livingston & Co., Ltd., 
Agents. 


Hongkong, 2lst. February, 1951. 


Agents for Far Eastern Economic 
Review for the United Kingdom 
and the Continent of Europe: — 


Arthur H. Wheeler & Co. 
(rounded 1872) 


St. Stephen’s House, 
Victoria Embankment, 
London, S.W.1. 
Cables: Brookleigh, London 
Telephone: ABBey 6470. 
* 
Inquiries regarding  subscrip- 
tions and advertisements may be 
addressed to the London Agents 
or to the Hongkong office. 
* * 
Annual subscription fee 
for air express delivery 
of the Far Eastern 
Economic Review .... £ 6. 
Subscription fee for sea 
mail delivery .... £ 4.10.= 


NOTICE 


THE HONGKONG ROPE 
MANUFACTURING 
COMPANY LIMITED 


NOTICE is ereby given that 
the Sixty-Second Ordinary Year- 
ly Meeting of Shareholders will 
held at the offices of the Com- 
pany, Chung Tin Building, First 
Floor, Hongkong, on Wednesday, 
21st March, 1951, at Noon, for the 
purpose of receiving the State- 
ment of Accounts and the Report 
of the Directors for the year 
ended 3lst December, 1950, and 
to transact the ordinary busine:s 
of the Company. 


The TRANSFER BOOK of the 
Company will be closed from 
Wednesday, 7th March, 195i 
until Wednesday, 2lst March, 
1951, both days inclusive. 


By Order of the Board of 
Directors, 


SHEWAN TOMES & CO., 
LIMITED 


W. SHEWAN, 
Director 
General Managers. 


Hongkong, 24th Feb., 1951. 


and for the election of Directors 
and the appointment of Auditors. 


The Register of Shares of the 
Corporation will be closed from 
Friday, the 23rd of February to 
Saturday, the 10th of March, 1951, 
(both days inclusive) during which 
period no transfer of shares can be 
registered. 


By Order of the Board. 


A. MORSE. 
Chief Manager. 


24th January, 1951. 


NOTICE 


HONGKONG TRAMWAYS 
LIMITED 


Notice is hereby given that the 
Ordinary Yearly General Meet- 
ing of the Company will be held 
at the Offices of Messrs. Jardine, 
Matheson and Company, Limited, 
Hongkong on Wednesday, the 
2lst day of March 1951, at 11.30 
o’clock in the forenoon to transact 
the ordinary business of the 
Company and to consider and, if 
thought fit, passing an Ordinary 
Resolution to increase the re- 
muneration of each Director to 
$4,000.00 per annum and to in- 
crease the additional remunera- 
tion of the Chairman to $2,000.00 
ot annum as from list January 


The Register of Members and 
Transfer Books of the Company 
will be closed from the 7th day 
of March to the 21st day of 
March 1951, both days inclusive. 


By Order of the Board, 


W. H. PATERSON, 
Secretary. 


Hongkong, 26th Feb. 1951. 
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HONGKONG COST OF LIVING 


FOOD AND FUEL COSTS EMPLOYED AS THE BASIS OF ASSESSMENT OF REHABILITATION ALLOWANCES 


2 
= 
Selected Commodities 2 3 5 4 
Unit Quantities (Catties) 7.2 1.9 2 7 2 3 4 3 10.0 14 pes — — 
$ $ $ $ $ $ $ $ $ BS $ = 
Monthly Average, 1947 .... 4.7594 .9395 .2861 1.6854 .9600 -7068 8741 .9075 1.0410 -6725 12.8461 100.0 
5.0908 1.1100 .2133 1.5653 .9600 -7600 .9383 .8568 .8417 =18.0367 101.5 
4.8682 1.5887 .2529 1.4531 -9766 9741 1.2155 1.0646 1.0163 .7000 14.1102 109.8 
5.1994 1.1689 .2570 1.3902 1.0800 .9120 1.0521 1.2062 .8472 .7000 13.8130 107.5 


RETAIL PRICE INDEX FIGURES, ON MARCH, 1947, BASE 


From the data obtained in enquiries at the end of the months of each quarter in 1947, 1948, 1949, and March, June, September and 
December, 1950, into movements in the retail prices of the consumer goods and charges for the services commonly purchased by the house- 
holds of clerical and skilled technical workers in Hongkong, Retail Price Index Figures for these periods have been calculated, on a_ basis 
of an Index Figure of 100 assigned to the average prices of such goods and services in March, 1947, as shown in the following Tabie. 


General Retail Price Index Figures on the same basis have also been calculated by applying, to the average percentage figures in respect 
of the changes in price since March, 1947, of each group of such goods and services, the “weights” shown at the foot of the Table, reflect- 
ing the relative importance, according to amount and frequency of outlay thereon, of each group in the pattern of expenditure of the average 
family of the above mentioned class of the community, as found in analyses of the budgets of such households obtained in family living en- 
quiries conducted in March, 1947, and in June, 1948. 


The Index Figures for the month of December, 1950, as compared with those for the end of first quarter of the year 1947 (100 in each 
case), show that there has been an increase in average price levels above those of March, 1947, in respect of eight groups, while in respect of 
five groups a decrease in average price levels is revealed. These changes, after application of the “weights,” are reflected by a rise of 8 points 
in the General Retail Price Index Figures, from 100 to 108 since March, 1947. 


June Sept. Dec. Mar. June Sept. Dec. Mar. June Sept. Dec. Mar. June Sept. Dec. 
1947 1947 1947 1948 1948 1948 1948 1949 1919 1949 1949 1950 1950 1950 1959 


I. Food (including drink) 90 96 83 93 86 97 90 92 112 111 122 124 115 114 111 
eh add 100 100 199 101 101 100 100 100 1090 103 103 103 191 101 101 
III, Clothing (incl. footwear) 84 83 83 84 17 72 73 72 73 79 717 80 92 
IV. Fuel, Light & Cleaning: 

(a) Fuel ...sceeeeeee 93 121 98 96 88 161 104 102 107 107 110 106 105 109 132 
(b) Electric Light .... 90 79 79 17 17 65 65 64 64 63 62 62 59 59 59 
(c) Cleaning _......... 95 101 93 95 94 95 96 91 95 96 93 92 93 95 $6 
V. Other Items: 
(i) Education ........ 100 100 100 100 100 100 100 100 100 100 100 100 100 109 109 
(ii) Tobacco & Cigarettes 100 100 100 100 100 100 100 113 112 113 113 113 113 113 113 
(iii) Doctors & Medicines 98 94 91 91 95 103 104 104 104 105 104 104 104 105. 107 
(3v) FUROR  ceccccscce. 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 
(v) Household Equipment 80 84 79 81 77 76 80 79 82 89 108 99 82 86 92 
(vi) Hair-dressing es (CC 104 104 105 103 112 lll 108 105 114 125 124 124 124 125 
(vii) Newspapers & 
Stationery ae 100 100 130 130 180 130 130 130 130 130 130 130 130 135 

._ (viii) Shoe Repairs ..... 83 76 75 75 73 82 87 81 79 78 79 72 79 76 84 

100 100 190 100 100 100 100 100 100 100 100 100 100 100 100 
GENERAL RETAIL ' 
PRICE INDEX ......... 92 97 88 94 89 96 92 93 105 105 112 113 107 108 108 


“Weight” used in calculations: 
(i) In respect of the calculations of June, 1947-June, 1948, the following, found in the budgetary enquiry of March, 1947: 
Food, 52; Rent, 8; Clothing, 7; Fuel, 5; Electric Light, 1; Cleaning, 2; Education, 3.75; Tobacco and Cigarettes, 2.75; Doctors and 
Medicines, 2.75; Fares, 2.25; Household Equipment, 2.25; Hairdressing, 1.50; Newspapers and Stationery, 1.50 Shoe Repairs, .5; 
Rates, .25. 
(ii) In respect of the calculations of September, 1948, onwards, the following, found in the budgetary enquiry of June, 1948: 
Food, 51; Rent, 9; Clothing, 7; Fuel, 4; Electric Light, 1; Cleaning, 2.5; Education, 3.5; Tobacco and Cigarettes, 3; Doctors and 
Medicines, 2.5; Fares, 2.25; Household Equipment, 1.75; Hairdressing, 1.50; Newspapers and Stationery, 1.50; Shoe Repairs, .5; 
Rates, .25. 


COMMERCIAL NOTES loid”’ (ammonia alginate) ; metal 

. manufactures (aluminium sheets, crown 

Rubber Production in Indochina ports and Exports, Singapore, to re- corks, hoop iron for steel strapping, 
For the period January-August 1950, place the Guide of October 1949. This tinplate, wire and wire products, zinc 
the production of rubber in Indochina Guide explains the restrictions in force sheeting); rubber products (rubber 
totalled 26.500 metric tons as compared in regard to imports into Malaya of colours (dispersed), rubber samples); 
with 22,900 metric tons for the same certain commodities from the hard fuel oil and lubr icating grease; misce!- 
period in 1949 or an increase of 15.7%. currency areas, ie, USA. US. laneous articles (carbon black, cement, 


‘liopi tical lenses (white) ex- 
Exports amounted to 33,400 tons for Dependencies, Philippine Islands, 0s casings, Op 
for the first eight months of 1949. British Honduras), Canada, Iran, Malay’s erage un ah e Inter- 
Japan, Liberia, Netherlands Antilles, "ational Wheat Agreement). 
Malayan Import Regulations Free imports into Malaya from the 
Under date of January 8, 1951, a hard currency areas are: chemicals Imports under quota are: lubricating 


revised Malayan Import Guide has (methylated spirit, nitric acid, potas- oil to pre-war importers able to prove 
been issued by the Controller of Im-_ sium chlorate, sulphuric acid, “super- local sales during the year April 


fs 
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HONGKONG COMMODITY MARKETS 


During the past week, the most 
noticeable feature—if feature it can be 
called—of the local commodity market 
was its dullness. The demand from 
China for metals died down, transac- 
tions were few in the paper market, 
and for cotton yarn the high prices 
appeared to act as qa deterrent. China 
produce formed almost the only ex- 
ception, with activity shown particu- 
larly in woodoil, ramie and raw silk. 


Prices in some commodities, mainly 
metals, fell, however, anticipated 
difficulties over obtaining replenish- 


ments in some lines of metals as well 
as of industrial chemicals and other 
commodities at anything like the same 


1947/March 1948; photographic films, 
packs and plates, to manufacturers’ 
agents only. 


Restricted imports are: machines, 
equipment, etc.; optical goods (colour- 
ed lenses, sunglasses with plane lenses 
only); paper and paper products; spare 
parts & accessories (auto spare parts, 
wooden battery separators, spare parts 
for machinery and equipment of hard 
curreney origin, wrought iron valves 
& valve fittings); miscellaneous (arms 
& ammunition, asphalt and bitumen, 
asbestos fibre, cinematograph films, 
petrolatum, camphor and menthol cry- 
stals, pharmaceuticals, resin, scientific 
instruments, sodium pentachlorphenate, 
constructional steel, engineers’ tools, 
tyre cord). 


Applications from Hongkong may be 
made to import goods of non-sterling 
area origin, provided that payment is 
made through a bank to Hongkong in 
a sterling area currency. The issue of 
licences to import such goods from 
Hongkong will not authorise licence- 
holders to arrange for funds to be re- 
mitted beyond Hongkong. Such goods 
must be invoiced from Hongkong 
under bills of lading issued in Hong- 
kong. 

The Singapore Government has now 
announced that Singapore importers 
may apply for licences for the im- 
portation of new or secondhand motor 
vehicles of non-sterling area origin 
from Hongkong. These licences will be 
valid for three months. 


U.S.A. Exports of Cotton 

United States exports of cotton in 
five months through December 1950 
totalled 1.83 million bales, compared 
with 1.88 million bales for the corres- 
ponding period in 1949. The exports 
went to the following countries: Great 
Britain 227,167 bales (Aug.-Dec. 1949 
261,903 bales), France 183,501 (331,- 
375), Italy 123,537 (265,480), Germany 
173,979 (305,731), Netherlands 59,605 
(104,724), Belgium and Luxemburg 
38,697 (77,059), Poland 1,123 (19,471), 
Spain 25,415 (19,016), other European 
countries 103,769 (135,269), Canada 
167,305 (101,290), China 50,827 (526), 
Japan 510,523 (167,677), India 29,072 
(nil), Hongkong 26,281 (8,438), other 
.countries 112,023 (86,610). 


prices or in effective quantities heigh- 
tened the conviction that the upward 
trend would continue. Trade with 
South China has been affected by the 
new entry-exit regulation introduced 
by the Kwangtung authorities, which 
have practically eliminated the very 
considerable travelling-trader business 
carried on between Hongkong and 
Canton. 


Cotton Yarn 


Speculators were busy in the cotton 
yarn market and prices rose, especial- 
ly for Indian yarns which have been 
arriving in insufficient quantities com- 
pletely to meet requirements. The 
embargo upon the export. of cotton 
yarn from Shanghai, which is still in 
force, has added to the shortage of 
suplies and thus further hampered the 
market. Prices at the close were: 
Indian 10’s, Sree Radhayam sold at 
$1680 per bale, Mysore Spinning & 
Mfg. was quoted at $1740; Indian 20’s, 
Madura Mills was offered at $2300, 
Gokak Mills sold at $2140; Indian 32’s, 
Loyal Textile Mills was quoted at 
$2450 per bale. Hongkong 10’s stood at 
$1900 per bale, with the exception of 
Golden Peak which rose to $2000 per 
bale; Hongkong 20’s were around 
$2450 and $2500 per bale. 


Cotton Piece Goods 


Dealers from Taiwan and the Phi- 
lippines were in the market for cotton 
piece goods to a limited extent, and 
local bleaching’ factories were active 
over grey sheetings for bleaching and 
resale; otherwise, transactions were 
few although prices remained steady: 
in grey sheeting, Green Mammoth was 
quoted at $83 per bolt and Mammoth 
Bird at $86; ABC, however, fell to $81 
and some sales of Japanese 2023 were 
made at $81 per bolt. In white cloth, 
Double Swan went up to $87 per bolt 
and Three Peaches to $92. 


Raw Cotton 

The prices of raw cotton continued 
upward, following a further increase 
in quotations from Pakistan. NT-roller 
gin rose locally to $4.70 per lb., LSS- 
r.g. to $4.80, 4F-r.g. to $4.60, 289F- 
r.g. to $4.90 per lb. Cotton waste was 
offered at the high price of $3.20 per 
lb. Rangoon and Egpytian raw cotton 
increased to $4.20 and $5 per lb. re- 
spectively. 


Metals 


Tightened controls upon the export 
of metals from France and Belgium 
make the securing of replenishments 
in certain categories a hard problem 
to solve. Shipments, however, of 
metals from West Germany are con- 
tinuing to arrive and it is not anticip- 
ated that there will be any cessation 
in this flow; supplies from Great 
Britain also continue though to a more 
limited extent. A conspicuous lack of 
demand from dealers in China was 
interpeted as an effort to force down 
prices on the local market, which are 
considered too high by the Chinese 


authorities. In contrast to the demand 
a week earlier, no large transactions 
took place in mild steel round bars or 
mild steel plates: mild steel round bars 
40 ft. %4” to %” fell from $116 per 
picul (113.3 lbs.) to $112, %” to 1%” 
dropped from $115 to $110 per picul; 
mild steel plates 4’x8’ %&” fell from 
$130 to $115 per picul, 3/16” and %4” 
declined from $125 to $112 and 5/16” 
to 4%” dropped from $120 to $110 per 
picul. Zinc sheets remained steady, G5 
being sold at from $680 and $700 per 
picul and G6 being offered at between 
$660 and $670 per picul for spot, while 
G5 and G6 rose to $650 per picul for- 
ward. 


industrial Chemicals 

Lack of buying support from ex- 
porters caused the industrial chemicals 
market to slow down. On the whole 
selling offers outnumbered buying. 
Japanese calcium hypochloride 60% in 
90 kilo drums sold at the lowered price 
of $2.30 per lb. Carbon black (Tai- 
wan) in 80-lb. case sold at the unal- 
tered price of $480 per case. Crown 
brand quebracho extract fetched $1.74 
per lb. ICI bicarbonate of soda refined 
was quoted at $95 per bag of 100 kilos. 


Fertilizers 


Following the prohibition upon im- 
ports of sulphate of ammonia into 
China from Hongkong, a lack of buy- 
ing interest was displayed by local ex- 
porters of this commodity, causing a 
drop in prices. The non-arrival, how- 
ever, of a consignment of 1400 tons of 
Belgian Golden Coin brand which had 
been expected, brought an increase 
once more, and Golden Coin brand sold 
for $770 per ton, a rise of $50 over the 
earlier price. ICI Black Moon brand 
was quoted at $745 per ton; Water 
Buffalo brand (USA) in 100-lb. gunny 
bag sold at $755 per ton. 


China Produce 

With the exception of teaseed oil 
which showed a fall, vegetable oils 
had an active market; althougk pur- 
chases for Great’ Britain were 
limited, demands were active from 
Switzerland, West Germany, South 
Africa and Australia. Wood oil (tung 
oil) in bulk was transacted at £270 
per long ton and that in drums at £285 
without fluctuations, while the Hong- 
kong price stood firm at $255 per picul 
(133.3 lbs.) Teaseed oil 4% f.f.a. 
which had risen too steeply during the 
previous week, fell to $260 per picul 
but recovered at the close to $263. 
Aniseed oil 15 deg. rose to $1370 per 
picul, and cassia oil 80-85% c.a. to 
$3100 per picul. 


Raw silk continued to rise with 
Indian merchants buying heavily and 
stocks falling: at the close Kwangtung 
big filature 20/22 advanced to $4300 
and small filature to $4000 per picul. 


Stocks of cassia lignea have been 
replenished by some 1000 bales from 
China; as the harvesting of the new 


crop, however, is still some time off: 


further supplies are expected to be on 
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DEVELOPMENT 


Technical aid, services, equipment 


-and materials are rolling in, to revitalize 


the Ryukyus and add impetus to the 
accelerated program of development. 
The more than one million Ryukyuans 
recommend the advantages and busi- 
ness opportunities in the Ryukyu Is- 
lands. They are working together, 
producing more and enjoying more, in 
a cooperative effort of peace and plenty. 
The Ryukyu consist of such islands as 
Okinawa, Amami, Miyako and Yae- 
yama and 140 smaller islands which 
have an area of 1850 square miles and 
length of 775 miles. It pays to do busi- 
ness in the Ryukyus! There are many 
business opportunities in the Ryukyus 
that need development and many more 
are enjoying large sales and business 
potentials. There are 72 international 
companies that have already established 
branch offices and are currently assist- 
ing business development of commerce 
and industry in the expanding Ryukyu 
Rehabilitation Program. 


EXPORTABLE PRODUCTS OF THE 
RYUKYUS 
Agricultural Products (Edible, Natural & 
Processed ) 
Bananas, Beans 
Carrots, Celery, 
Glucose, Lemons, 


(Red Kidney, Soy), 
Cucumber, Egg Plant, 
Millet, Miso Molasses, 


Peanuts, 
Garlic, 
Mush- 


the small side. ‘Transactions were few. 
At the close prices were: cassia lignea 
80-lb. bale f.o.b. (West River) $125 
per picul and the l-cwt. bale $130, 


cassia lignea loose packing 2nd qual. 


(West River) $122 per picul, cassia 
unscraped (Honan) $175 per picul. 
Large scale purchases by Japanese 
traders caused ramie, white and green, 
to rise quickly during the week. 
Ramie, green, rose from $257 to $275 
per picul, while ramie, white, increas- 
ed from $275 to $290 per picul with 
quotations also made at $300 per picul. 


Arrivals of China Produce 


Shipments of China produce into 
Hongkong from China, Taiwan and 
Macao showed a considerable increase 
during the week. Below are given 
details of the quantities received: 


Of 345 drums 
Rapeseed oil ........ 275 drums 
Herbs 60 tons 
es 645 pcs 180 tons 
4,000 tons 
Mats 3,789 pieces 
Cassia lignea 928 pieces 
Groundnuts ........ 6,335 bags 
150 tons 
Groundnut oil ...... 20 drums 
Duck feathers ...... 793 pieces 
Bean cakes ........ 17,685 pieces 
Porcelain 633 pieces 
Aniseed star ...-++ 1,200 bags 
Raw silk 19 pieces 


IN OKINAWA 


rooms (dried), Nori Powder, Oranges, Papayas, 
Peas, Pineapples, Radishes, Rice, Sago Palms. 
Sake (Awarmori, Synthetic Wine & Whiskey). 
Salt, Shoyu, Soybean Cake, Sugar, (Centrifugal, 
Brown), Starch (Sweet-Potato, Casava), Sweet 
Potatoes (Natural Powdered), Syrups (Tomato, 
Honey), Tomatoes (Fresh, Juice), Vegetable Oils, 
Yeast, 


Agricultural Products (Inedible, Natural & 

Processed ) 

Adamba (Handbags, Hats, Handicrafts, Mats, 
Sandals), Alcohol (Butanol), Bamboo (Baskets, 
Blinds, Cages, Furniture, Lumber, Reed Trunks), 
Banana (Baskets, Fibre, Lacquer), Camphor, 
Charcoal, Cycas Leaves, Firewood, Fungicides, 
Getto Fibre, Insecticides, Cloth (Cotton, Kasuri, 
Linen, Yaeyama), Joss (Powder & Stick), Kappi 
(Fragrant bark), Katchi (dyes), Kurotsugu 
(Brush & Rope Fibre), Lily Bulbs, Lumber, 
Marni (Grass fibre), Mats (Rice Rush & Straw, 
Miyako Jofu), Poles (Telephone), Pongee (Kume- 
jima & Oshima Tsumugi), Railway Sleepers 
(Ties), Ramie, Rattan (furniture), Sotetsu Plants 
(Leaves, Ornament, Powder), Straw Products, 
Tabu Powder (paste or stick), Thorns, Tsuno- 
mate (Irish Moss), Tsumugi Silk, Vegetable Oil, 
Wicker Ware, Willow Ware. 


Animal & Marine Products 

Agar Agar, Bonito (dried & fresh), Bristles 
(Hogs), Cattle, Cocoons, Coral, Fish (Skipjack, 
Red Snapper, Shark, Swordfish, Tuna), Fish 
Liver Oil (Shark, Bonito, Tuna), Fish Meal, Fish 
Products, Fowl (Chickens, Ducks), Goats, Hides 
(Cow, Goat, Horse, Pig, Snake), Horses Miyako 
Ponies), Kaijinso (drugs, seaweed, tablets, cermi- 
fuge), Leather & Leather Goods (Cow, Horse, 
Pig, Rabbit, Snake, Shark), Lobsters, Murasaki- 
Omoto (intestinal medicine), Pearls, Sea Shells 
(Akoya-gai, Hirose, Pearl, Tamagai, Trocus, 
Yako-gai), Seaweeds & Seaweed Products, Songes, 


Metals & Minerals (Manufactured & 

Raw Materials) 

Bricks (earthen & cement), 
(andesite, sand, travertine, 
chinaware, clay products, coal, copper, ore), 
Funeral Urns, Glass & Glass-ware (Bottles, 
Jewelry, Ornaments), Gold (Ore), Granite, Lac- 
quer, Phosphate (Ore), Tiles (Cement, Bricks, 
Okinawan), Sand (Silica), Sandstone, Silver 
(Ore), Sulphur. 


Building Stone 
cement, ceramics, 


Miscellaneous Products & Manufactures 

Fibres, Cloth (Obi), Cotton Goods (Okinawa- 
Kasuri), Dolls, Fibres, Food Processing Equip- 
ment, Furniture, Hardware, Incense, Lacquer- 
ware, Paper, Pottery, Silk Cloth Fibre and Silk 
Goods), Silkseed, Soap, Sodium (Alginate & 
Glutinate), Tableware, Textiles, Toys. 


THE OKINAWA ENGINEER 

DISTRICT 

The Okinawa Engr. District today has projects 
totaling nearly US$40,000,000 under contract and 
money already appropriated for additional pro- 
jects having a total value of approximately 
$70,006,000 according to the district engineers’ 
six-months progress report of Jan, 2nd, The 
district has set a target of placing the entire 
$70,000,000 under contract before July 1, which 
will require contracting at approximately double 
the rate achieved at the end of fiscal year 1950. 

An outline of the principal work expected to 
be contracted before July 1 will include, in addi- 
tion to work on island wide facilities such as 
communications water and petroleum oil lines, 
a wide variety of house service and recreational 
building. 

Some of the work to be done at Kadena will 
be 275 family dwellings, three mess halls, ware- 
houses, two swimming pools, hobby shop, dispen- 
sary, and two fire stations. 

At Camp Sukiran construction will include an 
administratiow building, 195 family dwellings, 
service club, post exchange, bowling alley, 750- 
man theater gymnasium, library, hobby shop, and 
BOQs, 

Machinato additions will include three units of 
40-men BOQs, four barracks, shops, warehouses, 
and laundry. 

The Machinato—Naha housing area will have 
154 additional family dwellings, a telephone ex- 
change, and, for Naha, two barracks are planned. 

The report pointed out that the last six months 
of 1950 were devoted primarily to the adminis- 
tration and engineering of going contracts and 
to the engineering of new work to be contracted 
prior to July 1. 

The non-appropriated funds projects were de- 
layed by contractor defaults but it is expected 
that all of these buildings will be completed by 
March 1. This program includes theaters at 
Kadena, Sukiran, Ryukyus Army Hospital, Ma- 
chinato, and Naha and three service clubs and 
two libraries in these areas as well as two gym- 
nasiums in Kadena. Work has also been com- 
pleted under this program. 

Major contracts let in May and June are cur- 
rently running about ninety days behind original 
schedule principally because of delay in receiving 
construction equipment. However, to speed up 
repair of construction equipment available on the 
island Morrison—Knudsen was awarded a con- 
tract to operate the district shops. effective 
August 1, 1950, 

Principal work included in this part of the 
district program was dredging and wharf con- 
struction at Naha, island-wide power distribution 
system, extension of water system, and partial 
reconstruction of Naha treatment plant, 20 miles 
primary and 50 miles secondary roads, from 
Itoman to Yaka beach, conversion of refrigerated 
warehouse at Naha, a Chibana quarry plan, 29) 
family quarters at Kadena and Sukiran, and 29% 
family quarters at Machinato-Naha, 


CEYLON ECONOMIC REPORTS 


Favourable Balance Of Trade in 1950 

The Customs Returns recerd a 
favourable balance of trade amounting 
to Rs 393,924,000 for the year 1950, as 
compared with a favSurable balance 
amounting to Rs 32,852,000 in 1949. 
The value of the total exports during 
last year amounted to Rs 1,562,920,000 
of which the value of domestic exports 
alone amounted to Rs 1,494,318,847. 
The total value of the imports was 
Rs_ 1,166,806,253. 


The total value of exports in 1949 
was Rs_ 1,063,240,115 while the total 
value of imports was Rs 1,028,843,449. 
The increase in the value Of exports in 


1950 as cOmpared with the exports in 
1949 amount to Rs 499,680,523. The in- 
crease in the value of domestic exports 
was Rs 489,488,412. In imports, the 
increase was Rs_ 137,962,804. 


The principal sources of imports in 
1950 were: United Kingdom—Rs230.041. 
528, as compared with Rs 185,304,388 
in 1949: Burma—Rs 228,530,617 as 
against Rs 153,010,255 in 1949; India— 
Rs 181.269,079; Australia—Rs 80,453,- 


401: Thailand—Rs 56,978.216; Iran— 
Rs 46,794,595; U.S.A—Rs 34,779,226; 
Japan—Rs 31,166,999 and Canada— 


Rs 20,269,079. The total value of im- 
ports from Commonwealth countrjes 


264 


FAR EASTERN ECONOMIC REVIEW 


March 


and British Possessions in 1950 was 
Rs 618,155,083 as compared with im- 
ports of the value of Rs 554,649,983 in 
1949. Imports from Foreign countries 
were of the value of Rs 547,909,690. 
The figure for 1949 was Rs 473,660,913. 


The principal buyers of Ceylon 
commodities in 1950 were: United 
Kingdom—Rs 365,928,619; United States 
of America—Rs 332,739,815 as com- 
pared with purchases of the value of 
Rs 114,590,787 in 1949; Australia— 
Rs 113,635.432; Canada—Rs 93,507,812: 
Egypt — Rs 65,900,986; Holland — Rs 
59.672,683: Union of South Africa-- 
Rs 57,053,589; Germany—Rs 55,945,737; 
Italy—Rs 44,291,495; New Zealand— 
Rs 38.715,676: Pakistan—Rs 38,410,936 
and India—Rs 28,778,789. Purchases 
by Commonwealth Countries and Bri- 
tish Possessions totalled Rs 761,947,694 
as compared with Rs 599,025,832 in 
1949. Purchases by Foreign countries 
were of the total value of Rs 727,131,488 
as compared with Rs 401,878,161 in 
1949. 


The imports during the year, which 
were of the total value of Rs 1,166.806,- 
253 were made up as follows:—Food, 
Grain and Tobacco—Rs 595,700,477 of 
which Grain and Flour imports totalled 
Rs 382,494,864; Raw Materials and Un- 
manufactured Articles—Rs 118,432,379 
and Manufactured Articles—Rs 451.- 
867,087. 


The Domestic Exports were made up 
as follows: Food, Drink and Tobacco— 
Rs885,091,788; Raw Materials and Un- 
manufactured Articles—Rs 602,578,568; 
and Manufactured Articles—Rs 6,594,- 
203. Of the raw materials, rubber 
exports alone were of the total value 
of Rs 405,451,334 as compared with 
Rs 124,544,850 in 1949. 


Revenue Surplus 

There was an excess amounting to 
Rs 113,427,830 of Receipts over Pay- 
ments during the month of November, 
1950. The _ total receipts during 
November amounted to Rs 175,371,827. 
This was made up as follows: Revenue 
—Rs 61,395,326; Loans raised—Rs 
90,000,000 and Excess of Credits over 
Debits in respect of Advance Accounts 
and Token Votes—Rs 23,976,501. 


The i principal payments during 
November were: Voted Expenditure — 
Rs 52,489.233; Expenditure on Loan 


Works—Rs_ 8,870,788. The principal 
sources of revenue in November were: 
Customs—Rs39,147,212; Income Tax, 
Estate Duty, Stamps and Excess Profits 
Duty—Rs 7,580,964; Railways Revenue 
—Rs 4,820,000 and Excise and Salt— 
Rs 3.694.766; Postal and Telecommuni- 
cation Services—Rs 1,535,980 and Port 
dues—Rs 1,345,446. The main items of 
expenditure in November were: Educa- 
tion—Rs 9,323,296; Food Subsidies—Rs 
8,000,439; Medical Services—Rs4,319,- 
462 and Public Works—Rs 2,271,200. 


Rubber Exports 

12,063 tons of rubber were exported 
from the Island in December 1950. The 
principal buyers were: U.S.A.—5.434 
tons; United Kingdom—3,263 tons; Italy 
—772 tons: Canada—654 tons; India— 
428 tons; Germany—359 tons; France— 
309 tons; Holland—218 tons; Australia 
—154 tons: and Mexico—115 tons. The 
total production for the month was 
12,000 tons made up as follows:—Es- 
tates—9,000 tons and Small holdings— 
3,000 tons. 


CINNAMON 

Cinnamon, which was once the main 
export from the Island, still occupies a 
place—though: a minor one—among 
the exports. The cinnamon tree may 
grow to the height of 20 to 30 feet, and 
the trunk may be upwards of 3 feet in 
circumference. The trees cultivated to 
produce commercial cinnamon _§ are 
coppiced, and long willowy shoots are 
produced, growing to a height of about 
10 feet and to the size of a fair-sized 
walking stick. The shoots are cut and 
the bark is peeled off, and rolled into 
quills, which constitute commercial 
cinnamon, 


If the soil is good, branches may be 
cut for barking from the fourth year. 
The tree blossoms in January, in April 
the fruit is ripe, and the cutting is done 
from May to October. When the tree 
is seen to bear fruit well it is in good 
health, and the bark will peel without 
difficulty. To prove whether it is ripe, 
the peeler strikes his hatchet obliquely 
into the branch; if on drawing it out 
the bark divides from the wood, the 
cinnamon has reachtd maturity; if not, 
it must gO on growing. The sticks are 
gathered by boys and tied into bundles 
with coir strings; they are then re- 
moved to the peeling stores. 


The operation of peeling the sticks: 
requires considerable _ skill. 
with a blade of copper 2% inches long, 
something like that used by  shoe- 
makers, sharp-pointed and 
hooked is employed. The peeler, seat- 
ed on the ground, makes two parallei 


cuts up and down the length of the 


bark, which he then loosens with the 
point of the knife. After that he strips 


off in one entire slip about half the 


circumference of the branch. If the 
bark does not cOme away easily, the 
sticks are rubbed vigorously with a 
round piece of hard wood which has 
the effect of loosening it. The ultimate 
object of the methods employed is to 
make the bark up into quills, a quill 
being a rod of cinnamon resembling a 
thin cane 4 feet in length; the pieces 
of bark when stripped are, therefore, 
placed round the sticks, both with a 
view to preserving their shape and as 
a convenience for the next operation. 
They are now allowed to remain for 
three to six hours, when fermentation 
takes place, and the bark is ready for 
skinning, which process is accomplish- 
ed in the following manner:—the peeler 
sits with one foot pressed against a 
piece of wood from which a round 
stick slopes towards his waist. Upon 
this stick he lays the slip of bark, keeps 
it steady with the other foot, and hold- 
ing the handle of the knife in one hand 
and the point of it in the other, scrapes 
off the skin, which is very thin, of a 
brown colour On the outside and green 
within. This treatment of the bark 
leaves only that part which has the 
desired delicate taste; it is of a pale 
yellow colour and a _ parchment-like 
texture. The bark is now left to fer- 
ment and dry, which, if the weather 
be favourable, takes about 30 minutes. 
The next process is that of forming the 
quills. The smaller pieces are insert- 
ed into the larger, and in the process 
of drying the quills form rods. They 
are afterwards rolled into shape and 
made up into bundles. 


The commercial cinnamon products 


are the quills, the chips and the oil. 
The chips are prepared by scraping 


or chipping the bark after removing 


the outer bark while the oil is distilled 
from the chips and trimmings of the 
quills. The export figures for the year 


1949 were as follows:—Quills—58,184. 


cwt., Chips—10,290 cwt. 
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This floating crane 
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Port Authority offers. 

Shipments of any 
goods destined for Britain 
can be efficiently handled 
by the P.L.A. which has 
its own railways, ware- 
houses and docks, all of 
which are equipped with 
modern mechanical gear. 
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WHEREVER in the World British Mer- 


chants have gone on their lawful occasions 
they have gained repute by their qualities of 
commercial honesty and efficiency. 


CARRYING with them the British tradition 
of Law and Justice, of family life and the 
spirit of sportsmanship they have established 


the British way of life among the people with 
whom they dwell. 


SINCE Trust Corporations have won the 
confidence of the public of Britain as their 
Executors and Trustees, it was natural that 
the benefits they confer should be made 
available to the people of the Colony of Hong 


Kong, the Far Kast and all who have interests 
there. 


IT WAS also fitting that The Hongkong & 
Shanghai Banking Corporation should be the 
pioneers in promoting such a Trust Corpora- 
tion on the China Coast whereby fiduciary 


services of every description are made avail- 
able to all by the 


: HONGKONG & SHANGHAI BANK. HONGKONG 
| (TRUSTEE) LTD. 


the Trust Corporation. of 


THE HONGKONG & SHANGHAI BANKING CORPORATION 
HONG KONG 


in the Colony! 
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MIRA! 


- The luxurious and only fully air-conditioned hotel 


Tel: 58137/8. Kimberiey Road, Kowloon. 


Hong Kong 


Wheelock Marden & Company, Limited 


701 - 707 Edinburgh House, Hong Kong 
FINANCE 
SHIPPING 
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INSURANCE 
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SCRAP METALS 
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DODWELL & CO., LTD. 


Founded 1858 


BARBER LINE 


FROM U.S. ATLANTIC & PACIFIC COAST PORTS 
m.v. “TRAFALGAR” Due Hongkong 10th Mar. 


BARBER WILHELMSEN LINE 
TO PACIFIC & ATLANTIC COAST PORTS 
via JAPAN 


m.v. “TANCRED” .... .... Loading Hongkong 65th Mar. 


m.v. “TITANIA” ‘ 18th Mar. 
m.v. _MANDEVILLBE” .... 8rd Apr. 
m.v. “TRAFALGAR” 18th Apr. 


Accepting cargo on through Bills of Lading for 
transhipment to South American and West African Ports. 


AUSTRALIA WEST PACIFIC LINE 
TO BRISBANE, SYDNEY, ADELAIDE & 
MELBOURNE via RABAUL 


m.y. AROS” .... Loading Hongkong 2nd Apr. 


Accepting cargo for 
transhipment to Fiji and New Zealand Ports. 
FROM ADELAIDE, MELBOURNE, SYDNEY 
& BRISBANE 


m.y. “AROS” .... ... Due Hongkong 9th Mar. 


STATES STEAMSHIP COMPANY 
PACIFIC SERVICE 


LLOYD TRIESTINO 
FAR BAST MEDITERRANEAN SERVICE 


CANADA-ASIATIC LINES LTD. 
All the above subject to Alteration without notice. 
BOOKING AGENTS FOR: 

CUNARD STEAMSHIP CO., LTD. 
B.0.A.0, — 

CANADIAN PAOIFIC — QANTAS — 

P.A.L, 


8rd FLOOR HONGKONG & SHANGHAI BANK BLDG. 
DES VOEUX RD. TELEPHONE 29021/6 


JARDINE, MATHESON 
& CO., LTD. 


14/18, PEDDER STREET, 
HONG KONG. 


HONG KONG, CHINA, 
JAPAN & KOREA 


Importers and Exporters, 
Tea and General Merchants, 


Insurance, Shipping and 
Air Transport, 


GENERAL MANAGERS : 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line Ltd. 

The Hong Kong Fire Insurance Oo., Ltd. 
Hong Kong Airways Limited. 

Jardine Aircraft Maintenance Co., Ltd. 
Ewo Breweries Limited. 

Ewo Cotton Mills Limited. 


GENERAL AGENTS : 


The Canton Insurance Office Limited. 
British Overseas Airways Corporation. 
Shanghai & Hongkew Wharf Co., Ltd. 


AGENTS : 


The Glen Line Limited. 

The Royal Mail Lines Limited. 

The Prince Line Limited. 

The Western Canada Steamships Limited. 

The Pacific Transport Lines, Ino. 

Furness Withy & Co., Ltd. 

The Union Castle Mail Steamship Co., Ltd. 

Alliance Assurance Co., Ltd. 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Guardian Assurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 

Triton Insurance Co., Ltd. 

Lombard Assurance Co., Lid. 

Economic Insurance Co., Ltd. 

The Employers’ Liability Assurance Corp., Ltd. 

The Merchants’ Marine Insurance Co., Ltd. 


THE JARDINE ENGINEERING 
CORPORATION LIMITED. 
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MAERSK LINE. 


. Managed by 
A.P, MOLLER, COPENHAGEN. 


MOLLER STEAMSHIP OO., NEW YORK 
General Agents U.S.A. 


** 


| Fast Fortnightly Service to: 
NEW YORK, BOSTON, 
BALTIMORE & PHILADELPHIA 
via 
SAN FRANCISCO, LOS ANGELES & PANAMA 


Accepting transhipment cargo for Central and South American 
Ports, also for Caribbean and Gulf Ports. 


NEXT SAILINGS: 


m/s “LAURA MAERSK”... on ... Mar. 15 
m/s “HULDA MAERSK’”’... Mar. 30 


board's voted a salesman be sent to TEL AVIV. 

At once! By a PAL DC-6. DIRECT from Hongkong 
without changing! That's significant for the board's 
made up of travelled men—men who know airlines, The 


Also accepting cargo for Keel and Japan. 
Tanks of all sizes available for bulkoil. 


ARRIVALS FROM U in a fighting mood Ser big business at ‘the other end! Hi 

mie “LEXA MAERSK”... Are PAIL 

For Freight and Further Particulars 
Please apply to :— 

JEBSEN & CO. 

Pedder Building, Tels. 26661/3 A 


“* 


“Dragon Brand’”’ 


ONOPA PORTLAND CEMENT 
ONODA WHITE PORTLAND CEMENT 


ONODA HIGH EARLY STRENGTH PORTLAND CEMENT 
ONODA DAM CONSTRUCTION PORTLAND CEMENT 
ONODA HIGH CLASS SILICA CEMENT | 


Wed 
| ; | 
| 


Kstablished 


in 1881 
HEAD OFFICB: Onoda City, Yamaguchi Pref., BRANCHES: Otaru, Sendai, Tokyo., Nagoya, 
Japan 2 Osaka, Hiroshima, Moji, Fukuoka 
| TOKYO OFFICE: Kenchikukaikan Bldg., 3 Chome, PLANTS : Ofunato, Tawara, Fujiwara, Atetsu, 


Nishiginza, Chuo-ku, Tokyo Onoda, Tsunemi, Yahata, Tsukumi 
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